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15) VGEOB- 01- 06/ 19- 0890 VC- 4482 158

16) VGOB- 01-02/20-0869-1 VC- 4647 164
***x* AGENDA ATTACHED

BENNY WAMPLER: Okay, we’ll get started. Good
nmorning. My name is Benny Wampler. I’m Deputy Director of
the Departnent of Mnes, Mnerals and Energy, and Chairman of
the Gas & 0il Board and I’1ll ask the members to introduce
t hensel ves.

MASON BRENT: My name is Mason Brent. I’'m from

Ri chnmond and | represent the Gas and G| Industry.

SANDRA RI GGS: I'm Sandra Riggs with Office of the

Attorney General, here to advise the Board.

MAX LEW S: My name’s Max Lewis. I’m from Buchanan
County. I’'m a public member.

CLYDE KI NG: My name’s Clyde King. I’'m from
Washi ngton County. I’'m a public member.

BOB WLSON: I'm Bob Wilson. I’m the Director of

the Division of Gas & O | and princi pal executive to the
staff of the Board.

BENNY WAMPLER: The first item on today’s agenda,

the Board will consider a petition from Equitable Production
Conpany for pooling of a coal bed nethane unit identified as

VC-4527. This is docket number VGOB-00-11/21-0848; and we’d
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ask the parties that wish to address the Board in this matter
to cone forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany. Qur
witness in this matter will be Don Hall. 1I’d ask that he be
sworn at this tine.

(Wtness is duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Mr. Hall, if you’d state your name for the
Board, who you’re employed by, and in what capacity?

A My name’s Don Hall. I’'m employed by
Equi t abl e Producti on Conpany as District Landnan.

Q And do your responsibilities include the
| and involved in VC 4527 and the land in the surrounding
area?

A Yes, they do.
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Q And are you familiar with Equitable’s
application seeking a pooling order for EPC well nunber VC

4527, which was dated October the 20'" of 2000?

A Yes.
Q And is Equitable seeking to force pool the
drilling rights underlying the drilling spacing unit as

depicted at Exhibit A that was just passed...Revised Exhibit
A that was just passed out to the Board?

A Yes.

Q Do you want to go ahead and...well, does the
location proposed for this well fall within the Board’s order
for the Nora Coal bed Gas Fi el d?

A It does.

Q Now, prior to filing this application, were
efforts nade to contact each of the respondents in an attenpt
made to work out an agreenent regardi ng the devel opnent of
the unit?

A Yes.

Q Does Equitable own drilling rights in the
unit invol ved here?

A Yes, we do.

Q Ckay. Before we get into the various

interests under | ease and not |l eased in both the gas estate
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and the coal estate underlying this unit, why don’t you
briefly explain for the Board why it has taken so long to get

this matter before thenf

A W have a tract that's shown on the plat
...the plat to the North that says R |. Boyd heirs
Pobst/ Conbs heirs. The R |. Boyd heirs owns a 30 acre

exception out of an 116 acre or a 117 acre tract and we’re
not sure as to a location of that 30 acre exception. So,
what we’ve done is attempted to lease the R. I. Boyd heirs
and we have several of those heirs | eased and, of course,
several of themare not |eased. The Pobst/Conbs heirs are
leased by Consol. So, the fact that we have...we’re not sure

as to where this 30 acres lie, we are including both the R

| . Boyd heirs and the Pobst/Conbs heirs in this force pooling
and it will be a conflicting claimsituation.

Q Ckay. Now, what is the interest of
Equitable...the |l eased interest of Equitable in the gas

estate if the tract is located as the R |. Boyd heirs tract?
A If it’s the R. I. Boyd heirs, we would have
95.93% of the oil and gas | eased.

Q And if it turns out to be the Pobst/ Conbs
heirs?

A. That woul d be 91. 96%



Q
coal estate that

A

Q

A

Ckay. And then what is the interest in the
is under lease to Equitable within the unit?
It would 91.96% eit her way.

And the unl eased coal estate?

That woul d be 8.04%

JIMKISER Are there any questions regarding that?

BENNY WAMPLER: Any questions from nenbers of the

(No audi bl e response.)

And are all the unleased parties set out in

Yes.

We don’t have any unknown parties to this

No.

And in your professional opinion, was due

diligence exercised to | ocate each of the respondents naned

Yes.

Are addresses set out in Exhibit Bto the

application the | ast known addresses for the respondents?

Boar d?
Q
Exhi bit B?
A
pool i ng?
A
Q
her ei n?
A
Q
A
Q

Yes, they are.

And are you requesting this Board to force
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all unleased interest listed in Exhibit B?

A W are.

Q Now, are you famliar with the fair market
value of drilling rights here and in the surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A $5 year bonus, a five year termand a one-

eighth royalty.

Q Did you gain your opinion and famliarity by
acquiring oil and gas | eases, coal bed nethane | eases and
ot her agreenents involving the transfer of drilling rights in
the unit involved here and in the surroundi ng area?

A W do...| did.

Q In your opinion, do the terns you have
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A It does.

Q Now, as to those parties who have not
voluntarily agreed to | ease, do you ask the Board that they
be allowed the follow ng options with respect to their

ownership interest wwthin the unit: One, participation; two,
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a cash bonus of $5 per net mineral acre plus a one-eighth of
ei ghth-eighths royalty; three, in lieu of a cash bonus and
one-ei ghth of eighth-eighths royalty share in the operation
of the well on a carried basis as a carried operator under
the follow ng conditions: Such carried operator shall be
entitled to the share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
thereof, or agreenents relating thereto of such tracts, but
only after the proceeds applicable to his share equal: A)
300% of his share of such costs applicable to the interest of
a carried operator of a |leased tract or portion thereof; or
B) 200% of his share of such costs applicable to the interest
of the carried operator of an unleased tract or portion
t her eof ?

A Yes.

Q Do you recommend the order provide the
el ections by the respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia, zip code, 25362,
Attention: Melani e Freeman, Regul atory?

Yes.

Q And should this be the address for all
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communi cations with the applicant concerning any force
pool i ng order?

A It shoul d.

Q Do you recommend that the order provide that
if no witten elections was properly nade by a respondent,

t hen such respondent should be deened to have el ected the
cash royalty option in lieu of any participation?

A Yes.

Q Shoul d unl eased respondents be given thirty
days fromthe date of the execution of the Board to file
their witten el ections?

A Yes.

Q I f an unl eased respondent elects to
participate, should they be given forty-five days to pay the
applicant for respondent’s proportionate share of well costs?

A Yes.

Q Does the applicant expect the party el ecting
to participate to pay in advance that party’s share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be all owed a hundred
and twenty days follow ng the recording date of the Board

order and thereafter annually on that date until production

10
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is achieved to pay or tender any cash bonus becom ng due
under any force pooling order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay the
respondents proportionate share of well costs satisfactory to
the applicant for the paynent of those costs, then the
respondent’s election to participate should be treated as
havi ng been wi t hdrawn and void and such respondent shoul d be
treated just as if no initial election had been filed under
t he order?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to such respondent be paid within sixty days after
the | ast date on which such respondent could have paid or
made satisfactory arrangenents for the paynent of those
costs?

A Yes.

Q Ckay, in this case, under Tract 3, we do
have a conflicting claimestablished. So, do you ask the

Board to create an escrow account that the operator can pay

11
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all costs or proceeds attributable to the conflicting
interest and held for the respondent’s benefit until such
funds can be paid by order of the Board or until the
conflicting claimis resol ved?

A Yes.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q M. Hall, what is the total depth of the
proposed well under the plan of devel opnent?

A 2,000 feet conpleted to the fornations that
are consistent with the well work permit that’s pending.

Q And what are the estimted reserved under
this unit?

A 400, 000 or 4, 000, 000. .. 400, 000, 000 cubic
feet.

Q 400, 000, 000. Are you famliar wth the
well costs for the proposed well under the plan of
devel opnent ?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A. It has.

12
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Q Was this AFE prepared by an engi neeri ng
department know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

A Yes.

Q I n your professional opinion, does this AFE
represent a reasonable estimate of the well costs for unit
wel | under the plan of devel opnent?

A It does.

Q Could you at this tinme state for the Board
at this tinme what both the dry hole costs and conpl eted wel |
costs for VC 45277

A The dry hole costs is $78,950 and conpl et ed
wel |l costs is $163, 790.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A It does.

Q In your professional opinion, will the
granting of this application be in the best interest of

conservation, the prevention of waste and the protection of

13
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correlative rights?

A Yes.

JIMKI SER  Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Let nme ask you, the plat you handed

out this morning, it’s no different the revised plat that you
filed earlier. Is that correct?
DON HALL: Right. That’s correct.

BENNY WAMPLER: The same...it’s the same. I

couldn’t find any difference.

(M. Kiser confers with M. Hall.)

JIM KI SER Yeah, the only thing that changed from
the original application was the addition of the conflicting
cl ai munder the Pobst/ Conbs situation.

BENNY WAMPLER: That’s what I was just going to

verify. Any questions from nenbers of the Board of this
W t ness?
(No audi bl e response.)

BENNY WAMPLER: No questions. Do you have anyt hi ng

further?
JIM KI SER: We’d ask that the application be
approved as submtted, M. Chairnman.

BENNY WAMPLER: |s there a notion for approval ?

14
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CLYDE KING | so nbve, M. Chairman.

MASON BRENT: | second.

BENNY WAMPLER: Motion and second. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes?

(AI'l nmenbers signify yes but Max Lew s.)
BENNY WAMPLER: (Qpposed, say no.

MAX LEW S: No.
BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from Buchanan
Production Conpany for pooling of a coal bed nethane unit
identified as YYY-21. This is docket nunber VGOB-00-12/19-
0851; and we’d ask the parties that wish to address the Board
inthis matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington

appearing for the applicant.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: This unit was noticed back in Decenber

and has been periodically continued. The primry reason for
t he conti nuances were, or was, that Equitable had, and

Buchanan, both have | eases in this unit. In fact, as it

15
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turned out, sone of the | eases were with the sane people and
sone our |eases pre-dated theirs. Sonme of ours post dated
theirs. W got the title and | ease issue squared away and
then we attenpted to negotiate with Equitable in an
arrangenment whereby in effect we would buy their
participation interest out of the unit. And we have, in
fact, concluded an agreenent in that...in that regard. And
Equitable is not, therefore, objecting this norning because
we have reached an arrangenent between ourselves with regard
to that participation interest. So, we can proceed with, you
know, what has now becone a fairly straight forward pooling.
But | just wanted to give you sonme background in terns of
where...you know, why we had...why this had taken a while and
where we are today in ternms resolving sone of the differences
that we had. In |ooking at the people that are respondents,
peopl e that are dism ssed as respondents, and then people who
are actually being pooled, there is a collection of anended
exhi bits, which Les may have passed out the last tine we were
here, but what you need to attend to, at least with regard to
Exhibit A page two, Exhibit B-3 and Exhibit B-2, are the
vari ous exhibits that have May the 14'"/01 down in the | ower
right hand corner. So that you’ve got the revised exhibits

after the additional due diligence was done. kay, wth that

16



1 caveat, | would ask Les...that Les be sworn.

(Wtness is duly sworn.)

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
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19
20
21
22
23
24
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LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane for us, Les.
A Leslie K Arrington.

Q And are you enpl oyed?

A By Consol Energy.

Q What do you do for then?

A A gas engi neer.

Q Were you...did you either prepare, or cause
to be prepared, the Notice of Hearing, the application, and
the related exhibits and anended exhibits with regard to the

pool i ng application concerning YYY-21?

A Yes, | did.

Q Okay. Who’s the applicant?

A Buchanan Producti on Conpany.

Q I s Buchanan Production Conpany a Virginia

Ceneral Partnership?
A Yes, it is.
Q | s Buchanan Production Conpany conposed of

two partners who are Appal achian Operators, Inc. and

18
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Appal achi an Met hane, Inc.?

A Yes, it is.

Q And are these two partners wholly owned,
i ndi rect subsidiaries of Consol Energy, Inc.?

A Yes, they are.

Q | s Buchanan Production Conpany authorized to
do business in the Commonweal t h?

A Yes, it is.

Q Who is the applicant requesting be

desi gnated as operator if the application is approved?

A Consol Energy.

Q | s Consol Energy a Del aware Corporation?
A Yes, it is.

Q Is it authorized to do business in the

Commonweal th, has registered with the DMVE, and does it have

a bl anket bond on file?

A Yes, it does.
Q D d the managenent conmm ttee of Buchanan
Production Conpany del egate to Consol, Inc., the predecessor

of Consol Energy, Inc., the authority and responsibility to
essentially manage its coal bed net hane assets in the
Commonweal t h?

A. Yes, it has.

19
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Q And did Consol, and now Consol Energy, Inc.
accept that del egation?

A Yes, it has.

Q Have you listed the nanes of the
respondents, the people that are to be pooled here in the

anended Exhibit B-3?

A Yes, we have.

Q And how did you provide themw th notice?

A By certified mail/return receipt requested.
Q And did you file proof of notice, the return

receipts and so forth, mailing notice with the Board?

A Yes, we have.
Q Ckay. And was there also a publication?
A Yes, it was. It was published in the

Bluefield Daily Tel egraph on Novenber the 22" of 2000.

Q Okay. The...since filing, we’ve determined
that we have | eases fromsone fol ks, right?

A Uh- huh.

Q And have you filed an exhibit with the Board
indicating that certain respondents initially named can be
di sm ssed?

A That’s correct. They’re listed in Exhibit

#4, Exhibit B2.

20
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Q Ckay. And that would be the version May the
14t h/ 017

A Correct.

Q And the reason for the dismssal is that
you’ve obtained leased from all the folks---7

A W have.

Q ---that are listed on that Exhibit B2?

A That’s correct.

Q And that would then have resulted in a

change with regard to the interest that you have | eased and
need to pool, correct?

A That’s correct.

Q Coul d you summari ze for the Board the
interest you’ve acquired and the interest you are seeking to
pool ?

A Yes. We have 95.42064% of the coal, oil and
gas, coalbed methane interest leased. We’re seeking to pool

4.57936% of the coal, oil and gas, coal bed nethane interest.

We have 98. 08664% of the coal |eased below this unit.
Q And this pooling application is to poo
or...is to pool an Gakwood | frac unit, is that correct?
A That’s correct.
So, that would be an 80 acre unit?

21
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A
Q

Yes.

And it would be to produce coal bed net hane

fromthe Tiller on down?

A
Q

not ?

That’s correct.

There’s a plat in the application, is there

There is.

And how many wel|ls are proposed to be

located in this 80 acre unit?

A
Q

One.

And is that well shown...location shown on

the plat that has been submtted and is it within the w ndow?

A
Q

exception?

> O > O >

Q

Yes, it is.

Okay, so, you don’t need a drilling

That’s correct.

Has the permt been issued for this well?
Yes, it has.

And is the permt nunber 47647?

Yes, it is.

Have you submtted a cost estinate that

i ncl udes costs incurred as well as estimted costs which wll

be incurred in the future concerning this well?

22



A Yes. The cost for the well is $222, 810. 48,

drilled to an estimated depth of 2303 feet.

Q And it has been drilled?

A Yes, it has.

Q Has it not as yet been conpl eted, however?
A It has been conpl et ed.

Q Has it been fraced?

A Yes, it has.

Q Okay. So, it’s ready to go, basically?

A Yes.

Q Ckay. And, in fact, is it hooked in to the

gat heri ng systenf?

A It’s ready to go.

Q Ckay. Wuld you request that in the event
that the Board would pool this unit, that you be allowed to
comence production as of noon today?

A As...as soon as possible.

Q Ckay. Now, you heard ne represent to the
Board that to the extent that the application and exhibits
show | eases with Equitable, that a settlenent, or a purchase
agreenent, has been reached between Buchanan Producti on
Conmpany and Equitable with regard to their potenti al

participation interest, correct?

23
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A Yes.

Q We’ve talked about dismissing respondents.
Do you want to add any respondents today?

A No.

Q Wth regard to a termin any Board order
that m ght be issued concerning | ease terns for people who
woul d be deened to have been | eased, if that occurs, what
woul d your reconmendati on be?

A A standard |l ease termis a dollar per acre
per year for a coal bed nethane | ease with a five year paid up
termand a one-eighth royalty.

Q And obviously, you’ve been able to lease
roughly 55...95% of the units, correct?

Yes, we have.
Ckay. The percentage shown on Exhibit B-3,
percent of the unit, do you see that?

A Yes.

Q Wul d that be the percentage that the folks,
the I essors...who are being | essors or other respondents who
are being pooled, would that be the percentage that they
woul d use to calculate their royalty interest?

A It woul d be.

Q Ckay. You basically would nultiply that

24
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percentage times the 12 1/2% and that would be their royalty
share?

A Yes.

Q Wul d the people who are bei ng pool ed use
the same percentage of unit that’s reported on Exhibit B-3 to
calculate their participation interest?

A They woul d.

Q They would nmultiply the percentage tines the

estimat ed cost?

A Yes.

Q And that would give them participation?
A Yes, it woul d.

Q And the sane percentage woul d be used as

the...as part of the multiplication process for a carried
interest calculation as well?

A It woul d.

Q Ckay. Is it your opinion that the plan of
devel opnent under the OCakwood | rules of a frac unit over
YYY- 21 that’s disclosed by the application and the plat is a

reasonabl e plan to devel op the nethane under this unit?

A Yes, it is.
Q And woul d you reconmend that to the Board?
A Yes, we woul d.

25
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Q Would the plan and the leases that you’ve
obtained, the agreement that you’ve reached with Equitable
and the pooling here, serve to protect all the rights of
corre...the correlative rights of all owners?

A Yes, it will.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

MAX LEWS: Who is the Pioneer Group that owns that
surface?

LESLI E K. ARRI NGTON: The Pi oneer G oup that owns
that surface is a group fromaround Bristol. | think it’s

dealing with Cyde Stacy and that---.
BENNY WAMPLER. Any ot her questions?

MAX LEWS: Do you cone into this well fromthe
Lower Big Branch and Wiite Qak bot h?
LESLIE K. ARRI NGTON: Wiite QGak only at this tine.

MAX LEW S: That’s what I thought.

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: |Is there a notion?

MASON BRENT: | nove that we grant the application,

M . Chai r man.
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BENNY WAMPLER: Motion to approve the application.

s there a second?

CLYDE KI NG Second.

BENNY WAMPLER. Motion and second. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(AI'l nmenbers signify yes but Max Lew s.)
BENNY WAMPLER. (Opposed, say no.

MAX LEW S: No.

BENNY WAMPLER: You have approval with one

objection. The next itemon the agenda is reconveni ng docket
nunmber VGOB-91-05/21-0120, Q 35. Today’s docket number is
VGEOB- 95- 05/ 21-0120-01. This was conti nued from My.

MARK SWARTZ: Mark Swartz and Les Arrington and

Anita Tester appearing on this docket item | would also
request, M. Chairman, that you entertain a notion to conbi ne
this hearing, the disbursenent hearing, with a repooling of
the sanme unit that is docket nunber twelve. Basically, we
had initially pooled the unit as a frac unit, twelve seeks to
repool it as a active gob under Oakwood II and also we’re
dealing with an ownership issue that has surfaced between the

time of the original pooling in ‘90 or ‘91 and now. So, we’d
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like to conbine that. | think that it would nmake sonme sense
to do that.

CLYDE KING Itemtwelve?

BENNY WAMPLER: Any objection to doing that from
menbers of the Board?

MAX LEW S: What ?

BENNY WAMPLER: Nunber twelve...item nunber twelve,
he’s requesting to combine. Do you have any problems with
t hat ?

CLYDE KING What ?

BENNY WAMPLER: He has asked to conbine itemtwel ve

with three for repooling dealing with the sane matters.

We’ll go ahead and call that. This would be a petition from
Buchanan Production Conpany for pooling of a coal bed nethane
unit identified as Q 35, docket nunmber VGOB-91-521/0120-01.
Both of these deal with Q@ 35. 1It’s items three and twelve on
today’s agenda. The record will show there are no others.
You may proceed.

MARK SWARTZ: Just to kind of focus you here, the

di sbursenent concerns tract two, which is identified in
the...in the exhibits, and to date, escrow has only been nade
wth regard to Tract 2. So, the accounting is pretty sinple.

We’ll get to that later with Anita. But basically, all of
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t he noney that has been on deposit with the Board’s escrow
agent pertains to Tract 2 and if we get an order disbursing
that and opening a new account for Tract 4, which we'’re
pooling an interest in that needs to start escrowing, we’ll
be square. Okay, so, we’ll get one out and create the other
one, and we’ll talk about that at the end because I think it
makes sense maybe to repool this thing first and then we’ll
deal with the escrow issue. But the tracts we’ll talking
about, the disbursement is Tract 2, which we’ll clean that
out and then we need to create an account for Tract 4. We'’ve
been paying the royalty to one of our lessors and we’re going
to need to recoup that and make that up in Tract 4. So,
we’re going to have to get, you know, a balance from day one
to replace it and then escrow forward. Wth that in m nd,
Les, 1’11l remind that you’re still under oath.

LESLI E K. ARRI NGTON: Yes.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nanme agai n.
A Leslie K Arrington.
Q Who do you work for?
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A Consol Energy.

Q Wth regard to Q 35, have you...did you
prepare the Notice of Hearing and the application and rel ated
Exhi bits or have soneone prepare them under your direction?

A Yes, | did.

Q Ckay. And have you al so either personally,
or by delegation to Anita Tester, prepared spreadsheets with

regard to the disbursenment that needs to occur?

A Yes, she did.

Q So, Anita did that?

A Yes, she did.

Q Okay. And she’s here today as well?
A Yes, she is.

MARK SWARTZ: Anita, why don’t you raise your...why

don’t we swear you in as well.

(Wtness is duly sworn.)

Q Les, the applicant here is who?
A Buchanan Producti on Conpany.
Q Ckay. And application is to repool a unit

that was initially pooled as an Cakwood unit to also all ow
for the production of active gob under the Cakwood |1 rules,
is that correct?

A. It is.
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Q Have you brought wth you today an exhi bit
that we would offer as Exhibit G that is the mne map of the
| ongwal | panel s over which you placed the units?

A Yes, it is.

Q Ckay. And for sone reason or another, snal
copies of that were not included in the application?

A They were not. Correct.

Q Ckay. Do you want to pass that out to Benny
and they can pass it around?

A Yeah.

(M. Arrington passes out the exhibit.)

A And we will submt copies of that.

Q Okay. And if I'm not mistaken, that map
shows that there are four wells in the unit that we’re
tal ki ng about, the Q 357

A That’s correct.

Q Ckay. |s Buchanan Production Conpany a
Virgi nia General Partnership?

A Yes, it is.

Q I s that partnership nmade up of two partners,

Appal achi an Operators, Inc. and Appal achi an Met hane, both of
whi ch are wholly owned indirect subsidiaries of Conso

Energy, Inc.?
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A Yes, they are.
Q | s Buchanan Production Conpany authorized to
do business in the Commonweal t h?
A Yes, it is.
Q Who is the applicant requesting continue as
desi gnat ed operator?
A Consol Energy.
| s Consol Energy, Inc. has been the
operator?
Yes, it has.
And then Consol Energy has becone the

successor ?

A Yes, it has.

Q And you’re asking that that continue?

A Yes.

Q Have you |isted the nanes of the respondents

in the Notice of Hearing?
A Yes, we did.
Q And if you | ook at Exhibit B-3, we have...we

have an address unknown situation?

A Ve did.
Q And al so an unl ocat eabl e issue as well?
A That’s correct.
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Q Wbul d you descri be what has been done to try
and determ ne who the heirs, successors and assigns of D. C
Rakes may be and where they m ght be?

A Courthouse records is mainly where we'’ve
attenpted to find the D. C. Rakes heirs. This was sonethi ng
back in the 1800s.

Q And there’s Jjust...there’s just not a
conveyance or Wlls that |ocate...that you can | ocate?

A That’s correct.

Q So, this needs to be escrowed, then, for an
unl ocat eabl e i ssue, as well as an unknown, as well as a

conflicting clainf

A That’s correct.

Q And you’ve got an Exhibit E that discloses
t hat ?

A W do.

Q Ckay. And in the event that this should be

pool ed, you would request that the Board enter an order

requiring escrowwth regard to Tracts 4 and 2 for the

unlocateable issue concerning...I’'m sorry, for just Tract 47
A That’s correct, tract 4 only.
Q Ckay. For unl ocat eabl es, unknowns and
conflict?
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situation?

A
tract, there has
we'’ve previously
we’re here today

Q
speaki ng of ?

A

Q
Exhi bi t?

A

Q
Cakwood | and |

A

Q

A

Q
wells located in

A
Q

Correct.

Okay. With regard to Tract 2, what’s the

There has been...for the escrow on that
been a royalty split agreenent of which
submitted that information to the Board and
to take care of that issue.

Okay. That’s the Tract 2 that we'’re

That’s correct.

Okay. And that’s disclosed on the EE

Yes, it is.

The unit that we’re talking about here is an
unit, correct?

It is.

It’s an 80 acre unit?

Yes, it is.

And we’ve already indicated that it has four
it and those are shown on the plat, correct?
They are.

Have you all ocated costs to this unit with

regard to the longwall panels that affect this unit?
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W have.

Ckay, and how many panels are under this

unit?

A Three. .. two.

Q kay. And what mne are they located in?

A I n the Buchanan No. 1 m ne.

Q And what panel of nunbers or nanes are they
gi ven?

A | have given themthe five East and six East

panel nunbers.

Q Ckay. And can you tell the Board how you
have made the cal cul ati on and what you’ve included on Exhibit
G page one to nmake this allocation?

A Yes. Fromthe map, again, | forgot to
prepare small maps, but from the map you can see what we’ve
done is taken the two | ongwall panels and shown themin the
respective 80 acre units that they belong in and you’ll see
those 80 acre units shown up on Exhibit G page 1. W've
done their proportional interest within those 80 acre units
and all ocated the costs across those panels. And the costs
for unit Q35 for panel five and six is $630, 110. 45.

Q And that would be the cost that woul d be

relevant for participation or carried interest?
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A Yes, it is.
Q Okay. Now, let's ook at Exhibit B-3 again

for a mnute.

A Ckay.

Q You’ve got a percent of unit there.

A We do.

Q And if soneone was | ooking to cal culate or

estimate the participation costs, the percent of unit is what
they would nultiply tinmes the allocated costs to determ ne
their participation costs, correct?

A That’s correct.

Q And the sane cal cul ati on woul d apply to the
carried interest?

A Yes, it woul d.

Q But with regard to royalty, there is

actually royalty allocation for each | ongwall panel under the

Cakwood Il rules, correct?
A That’s correct.
Q And those are reported in the colums by

five East and six East?
A They are.
Q And the percentage i medi ately under the

heading is the percentage of that panel that is within the @

36



© 00 N o o b~ w N P

NONNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

35 unit, is that correct?

A Yes, it is.
Q Ckay. And then reported opposite the Rakes
heirs’s names is the...is their interest in the 0-35 unit in

each panel ?

A That’s correct. It is.

Q And froma royalty standpoint, they would
mul ti ply that percentage tines the 12% percent for each pane

to generate the royalty?

A They woul d.

Q Now, how did you attenpt to notify the Rakes
hei rs?

A We published in the Bluefield Daily

Tel egraph on May the 23"%

Q And what did you publish?

A The Notice of Hearing.

Q And the maps, right?

A Yes.

Q Do you wi sh today to add any respondents or

subtract any?
A No.
Q Have you filed proof of publication with the

Boar d?
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A Yes, we have.

Q What terns...lease terns would you reconmend
to the Board for folks who m ght be deened to be | eased?

A For a coalbed methane lease, it’s a $1 per
acre per year with a five year paid up termand a one-eighth
royalty.

Q What interest...what is the extent of the
interest that the applicant has been able to acquire in this
unit and what is the extent of the interest that the
appl i cant needs to pool ?

A We have 100% of the coal, coal bed net hane
interest |eased, 98.2875% of the coal bed net hane interest
from the oil and gas owners, and we’re seeking to pool
1. 7125% of the oil and gas, coal bed nethane interest.

Q Wth regard to now...sort of noving toward
the need for escrowin the future, |look at the tract
identifications regarding Tract 4.

A Yes.

Q Wul d you tell the Board what issue arose
between the tinme that this unit was first pool ed presumably
by Oxy and is being repooled today with regard to title in
Tract 47?

A. Yes. Tract 4, as we revi ewed our
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information, getting ready for the royalty split for Tract 2
reviewing our information and our title information, we
di scovered that the Yukon/Pocahontas tract was not a fee
tract or a coal, oil and gas tract. And through our title
information, we found that the D. C. Rakes heirs have the oi
and gas and that’s the reason we’ve had to continue...we had
no reason, since this well was in production when we acquired
and I was already paying royalty, we didn’t go back and check
over everything until we had reason to. Once we found that,
that’s the reason we’re here today.

Q What has happened historically is

Yukon/ Pochontas has received that...that royalty?

A They have.

Q Okay. And it’s in conflict?

A It is, yes.

Q And essentially you’re going to recoup from

Yukon/ Pocahontas and put...you know, start the escrow for
Tract 4 with the appropriate historical balance and then pay
it into escrow going forward?

A That’s correct. We will.

Q Okay. What’s the situation with regard to
Tract 2 now that we need to talk about in terns of a

di sbur senent ?
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A Yes. In Tract 2, we do have a royalty split
agreement with Clyborne o0il and gas interest and that’s what
we’re here to do today is to have that royalty split...the
money that’s in the account, the money that’s there should be
totally disbursed and we should start a new escrow account
there for Tract 4.

Q And basically the situation in Tract 2 is
the Franks Estate owns half the coal, oil and gas and has
been pai d?

A They have.

Q And what has been escrowed to date that is
subject to the royalty split agreenent is half of the royalty

that was in conflict between C yborne and Consolidati on,

correct?

A Ri ght .

Q And that’s what you’re seeking to zero out?

A W are.

MARK SWARTZ: Anita, can you pass out copies of what
you’ve...if you haven’t already.

ANl TA TESTER: | have.

ANl TA TESTER

havi ng been duly sworn, was exam ned and testified as
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foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Okay. Why don’t you explain to the Board
what you’ve done in terms of this account and what needs to
be done to zero it out.

A | gathered the information fromthe bank and
verified it wth (inaudible), which is their accounting for
Buchanan Production. The final date that | have is February
the 23'% of this year. The balance is $780.95. And all of
the nmoney that’s in the account from Tract #2 should be
disbursed. There shouldn’t be any money left after this.

Q Okay. For accounting that you’ve done
t hrough February, do your records and the (inaudible) records
and the bank records agree?

A Yes.

Q Ckay. So, at least up to the end of
February, we’re in agreement with the bank that they’ve

accounted for the funds that we have paid concerning this

tract?

A Yes.

Q Ckay. And for going forward, should the
bank di sburse nonies received after February with regard to
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Tract 2, and should the Board’s order allow us to stop
escromng wth regard to Tract 27?
A Yes.

Q Ckay.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q And then in addition, Les, should the Board
direct escrowwith regard to Tract 47?

A Yes, it shoul d.

Q Ckay. And that ought to clean up that
escrow account and get the right subaccounts, correct?

A It shoul d.

Q Lastly, Les, would you reconmmend to the
Board that this plan of development that’s disclosed by
Exhibit G the map that you’ve passed out and by the
application, is a reasonable plan that they shoul d approve
for the devel opnent of coal bed net hane under this unit?

A Yes, it is.

Q Ckay. And would you al so recommend to the
Board that this application be approved to protect the

correlative rights of the unknown and unl ocat eabl e Rakes

42



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

heirs?
A. That’s correct.
Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Anita, I’'d just ask for a

clarification on the spread...on the sheet that you gave us
that shows your balance and the bank balance. There’s
obviously at points that...areas where there’s not an
agreenent, when it first begins, for exanple, and then areas
where the bank doesn’t show a balance. Could you just, for
our information and for the record, tell us to the best of
your know edge why those are left out, the bank bal ances?
They just didn’t show something or---7?

ANI TA TESTER: Sonetinmes when | get the | edger

sheets fromthe bank, it just varies. Sometimes they’re on
six month periods. So, I won’t get a bank balance until
like...sonmetines it goes |ike January through June. So,
only get that final balance for the six nonths and the
balance that I’ve carried now is just the balance of, you
know, taking the nunbers and doi ng the addition across.

CLYDE KI NG Whi ch bank?
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ANl TA TESTER Well, it was originally First

Virginia and now it’s First Union.

CLYDE KING This is First Union?

ANI TA TESTER. Now. But sone of this original

information up until the end of ‘99 came from First Virginia.

BENNY WAMPLER: I noticed that since November of ‘99

you’ve had....your balance and the bank’s balance agree.
Prior to that, there was back and forth di screpanci es.

ANI TA TESTER. Wl |, sonetinmes too, when | get the

information from (i naudi ble), they give ne deposit by

deposit. Sometimes they’1l compile...you know, put them all
into one and just have...the bank won’t every month put that
money in individually. Sonetines they, you know, conpile two

or three nonths together and show that.

BENNY WAMPLER. O her questions from nenbers of the
Boar d?

(No audi bl e response.)

MASON BRENT: Shouldn’t we have a confirming
statenent fromthe bank that they do i ndeed agree with these

nunber s?

BENNY WAMPLER: Yes.

BOB W LSON: Yes.

BENNY WAMPLER. We do that before we actually do the
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di sbursenment. Bob?

MASON BRENT: D sbursenent.

BOB WLSON: They copy ne on the correspondence

that they have the operators to confirmthose bal ances.

MASON BRENT: Good.

CLYDE KI NG: That’s in agreement.

MARK SWARTZ: It just occurs to ne it would be great

if we could just deal with them and get themto pay out noney
they don’t have, too. I guess, that probably wouldn’t...they
m ght be a restricting factor.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Boar d?

BOB WLSON:. M. Chairnman, just a procedural

question to understand. On the Tract 4, do | understand
correctly that you’re going to go back and calculate this
back to day one and deposit a lunp sumin...back into escrow
account---7?

MARK SWARTZ: Ri ght .

BOB WLSON: ---that would account for production

attributable to Tract 4 fromday one until the present tine?

MARK SWARTZ: Correct.

BOB WLSON: And then we’ll be paying it from now

on, is that correct?

45



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

MARK SWARTZ: Right. And we’re...you know, as we'’ve

done in the past, we’re going to, you know, take the
historical interest rate that we can calculate fromthe...you
know, what the escrow agent has been earning. So, you know,
we’ll take the principal funds, but we’ll, you know, impute
an interest to get that squared away so there’s a beginning
balance that catches us up...I mean, we’ve done this before
occasionally, that catches us up and then we’ll...you know,
we’re going to stop paying Unicon and start paying the
escrow. So, procedurally that’s what’s going to occur. And
what, you know, Anita is going to have to do is a spreadsheet
like this to back that up and we’ll share that with you. But
you do need...the order needs to instruct the escrow agent to
set up this subaccount to accept, you know, the catch up
paynment and to accept nonthly thereafter.

SANDRA RIGGS: | think the thing to do, Bob, is to

notify the escrow agent to take all funds on deposit and put
theminto a Tract 2---.

MARK SWARTZ: Tract 2.

SANDRA RI GGS: - --subaccount now and desi gnate

t hose funds now.

BOB WLSON: Ri ght .

SANDRA RI GGS: And designate those funds so they
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don’t commingle when the monies come in.

BOB W LSON: Yeah, they’re actually dividing some of

t hose accounts into subaccounts now --.

SANDRA RI GGS: Ri ght .

BOB WLSON: ---which is where this would go.

SANDRA RI GGS: Ri ght.

BOB W LSON: That’s the reason I was trying to

clarify that.

MARK SWARTZ: But that wll work.

BENNY WAMPLER. Ot her questions or clarifications?

CLYDE KING All of that is part of this agreenent

W th the bank which you were just discussing? That’s to be
included in this---.

SANDRA RIGGS: It will be in the order that | draft

that goes to the bank to instruct themwhat to do.

BENNY WAMPLER: Anyt hing further?

MARK SWARTZ: No.

BENNY WAMPLER. O her questions from nenbers of the

Boar d?
(No audi bl e response.)

CLYDE KING Are we including twelve and four in

this---?

BENNY WAMPLER: We’re including item number twelve
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and t hree.
MAX LEWS: Twel ve and t hree?

BENNY WAMPLER: Yes, sir. O course, your notion,

if you needed to separate them for any reason, but | think
we’re okay to do a motion for both if you’re okay to do that.
s there a notion for approval ?

MASON BRENT: | so nove.

BENNY WAMPLER: |Is there a second?

CLYDE KI NG Second.

BENNY WAMPLER: Any further discussions?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Buchanan Producti on Conpany for
pooling of a coal bed nethane unit identified as B-31, docket
nunber VGOB-01-03/20-0880. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
tine.

MARK SWARTZ: M. Johnson would like a five mnute

recess or so to talk about this, which I don’t have an

48



© 00 N o o b~ w N P

I = T e e N T o s =
b O O 00 ~N o o b W N +—» O

22
23
24

objection to, to see if we streanline---.

BENNY WAMPLER: We’1l do that if we can streamline

DONALD R JOHNSON: We’re hoping to streamline a

little bit.

BENNY WAMPLER: It sounds good to us.

MARK SWARTZ: There’s no guarantee that this will

happen, but we’re going to try.

DONALD R JOHNSON: We don’t guarantee anything.

(O f record.)

BENNY WAMPLER: Okay, we’ll call the meeting back to

order, please.

MARK SWARTZ: Mark Swartz and Les Arrington on B-31

that you’ve just called. And I would propose that you
conbine for hearing the B-31 matter with the G 32 unit, which
is number nine on your docket since we’ve got the
sane...basically the sane fol ks and the sane issues.

BENNY WAMPLER: Any obj ecti ons?

CLYDE KI NG Just those two?

MARK SWARTZ: Correct.

BENNY WAMPLER: Yes.

DONALD R JOHANSON: Mr. Wampler, I'm here for the

Fon Rogers, Il, Trustee of the Lon B. Rogers Bradshaw Trust
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No. 1, Lon B. Rogers Bradshaw Trust No. 2, and ny client has
no objection to the consolidation purposes for this hearing.

BENNY WAMPLER: M. Kiser, do you want to identify

yourself for the record.

JIMKISER JimKiser on behalf of Equitable
Producti on Conpany.

BENNY WAMPLER: Any obj ection to conbining thenf

JIMKISER No, not at all.

BENNY WAMPLER: Those would be combined. I’11l go

ahead and call that. This is also to consider a petition
from Buchanan Production Conpany for unit identified as C 32,
docket nunber VGOB-01-05/15-0889. We’d ask the parties that
W sh to address the Board in these matters to cone forward at
this tinme?

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of the applicant.

DONALD R. JOHNSON: Donald R Johnson attorney for

Lon B. Rogers Bradshaw Trust No. 1 and Lon B. Rogers Bradshaw
Trust No. 2. The Trust No. 1 is oil and gas owner on part of
the unit and Trust No. 2 is the surface and coal owner on
part of the unit.

JIMKISER Jim Ki ser on behalf of Equitable

Producti on Conpany.
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BENNY WAMPLER: You may proceed, M. Swartz.

MARK SWARTZ: By way of introduction and

expl anation, these two pooling applications were filed in
January and have been continued several tines. The primary
reasons for the continuance were Mr. Johnson’s clients'
concerns and Mr. Kiser’s clients' concerns. When we were
here at sone point in late spring, we agreed that we woul d
try and work our differences. M. Kiser and | understood,
based on sone representations that had been nade to the Board
in our presence, that Equitable could reach an agreenent wth
my client, that the Rogers interest would live wth.

And so the clients, Buchanan Production and
Equi t abl e have spent a fair anmount of tinme pursuing an
agreenent and ultimtely reached an agreenent, which in
subst ance provi ded that Buchanan Production woul d purchase
Equitable’s right to participate in these two units and sone
other units as well. And the assunption when we reached the
agreenent was that the Rogers interest that M. Johnson
represents would, in fact, assign the portions of their
| eases to Buchanan Production as part of the deal, and
ultimately that has not turned out to be the case. But the
settlenment with Equitable, or the purchase agreenent,

essentially to buy their participation interest is an
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agreenent that works for us that we have reached and that we
can concl ude without reaching an agreement with the Rogers’.

The last thing | will say about the agreenent that
our two conpani es, Buchanan Production and Equitabl e, have
reached is that as part of the consideration that we have
agreed to pay Equitable for this purchase of their interest,
we have agreed regardless of the terns of a Board order to
honor their lease terms vis a vis the Rogers’. But our
agreement was with Equitable and not with the Rogers’. I
just thought | would indicate that to you. So, there should
be no net dollar difference to the Rogers’ dealing with
Consol Energy as operator versus Equitabl e because we have
this agreenent with Equitable to protect themfromlitigation
goi ng down the road.

That said, | think we have...Jimprobably needs to
Confirm whether or not it’s accurately represented where
these two companies stand. But that said, I think we’ve
erased those problens. M. Johnson has indicated to us that
he wants to nmake sone objections at the end. He still has
some concerns and we’1ll certainly, obviously, wll
accomodat e t hat .

JIMKISER | think his representation of the

agreenent between Buchanan Production and Equitable is
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accurate. Obviously, it was inportant to us and the nost
inportant part was that, regardless of the fact that these
units are going to be pooled units, was Consol’s willingness
to agree to honor all the terns and conditions of the
Rogers’s lease, Equitable’s lessor. So, that is accurate the
way that was presented and we’re going to stand pat on these,
t 0o.

BENNY WAMPLER Ckay. Thank you.

JI M KI SER
DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Al right, Les, let me remnd you that
you’re still under oath, okay?

A Yes.

Q Who’s the applicant with regard to these two

pool i ng applications?

A Buchanan Producti on Conpany.

Q Ckay, are they both GCakwood | applications?
A Yes, they are.

Q Ckay. D d you or...did you either prepare

yoursel f, or have prepared under your supervision, the

anended notices, anended application and anended exhibits
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with regard to both of
A Yes,

Q And,

t hese units?
| have.

in fact, you’ve signed the notices of

hearing and the applications?

A. Yes.

Q Ckay.

| s Buchanan Production a general...a

Virginia CGeneral Partnership?

A Yes,
Q Does
Appal achi an Operators,

A Yes,

it is.
it have two partners who are
I nc. and Appal achi an Met hane, Inc.?

it does.

Q Are both of those partners wholly owned

i ndi rect subsidiaries

of Consol Energy, Inc.?

A Yes, they are.
Q |s BPC authorized to do business in
Virginia?
Yes, it is.
Q Who is Buchanan Production requesting be

desi gnat ed as oper at or

approved?

by the Board if these applications are

A Consol Energy.

Q Ckay.

in interest of Consol,

I's Consol Energy, Inc., a successor

I nc. ?



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A Yes, it is.

Q And as such, is Consol Energy, Inc. charged
with the managenent of the Buchanan Producti on Conpany
coal bed net hane assets in Southwest Virginia?

A Yes, it is.

Q | s Consol Energy, Inc. a Del aware
Cor poration?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal t h?

A Yes.

Q Has it registered with the DVME, and does it
have a bl anket bond on file?

A Yes, it does.

Q Have you |isted the nanes of the fol ks that
you’ re seeking to pool in both the amended notices of hearing
and the anmended Exhibits B-3?

A Yes.

Q Do you wish to add any parties as

respondents today?

A No, not today.
Q Do you wish to dism ss any?
A No.
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Q How di d you provide notice to the
respondent s?

A By certified mail/return recei pt requested
and by publication in the Bluefield Daily Tel egraph on My
the 31° of 2001.

Q And have you filed proof of mailing and
proof of publication with the Board today?

A Yes.

Q Taki ng Exhibit B-31 first, would you tel
the Board what interest you have acquired and what interest
you’ re seeking to pool?

A Yes. We have acquired 72.7375% of the coal,
0il and gas, coalbed methane interest. We’re seeking to pool
27.2625% of the coal, oil and gas, coal bed nethane interest.

And we have under | ease 100% of the coal below this unit.

Q How many wel |l s are you proposing in Exhibit
B-31?

A One.

Q s that well location shown on the plat?

A Yes, it is.

Q If you’ll notice, it’s in the corner.

A It is.

Q Is that | ocation been surveyed?
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Yes, it has.
kay. And is that location inside or

out side of the w ndow corner?

A It’s in the corner of the w ndow.

Q | nsi de?

A Yes, inside. I'm sorry.

Q Ckay, so you wll not need a | ocation
exception?

A No.

Q Have you provided an estimate with regard it
the cost of drilling that well?

A We have.

Q Ckay.

A $203,628.89, drilled to a total depth of

2,013.10 feet. It was drilled on Novenber the 18" of 2000.

Q And the permt nunber?
A 4751.
Q Ckay. And this is an 80 acre frac unit

under Cakwood | ?

A Yes, it is.

Q So, you’re seeking to produce from
the...produce coal bed nethane fromall seans fromthe Tiller

on down, is that correct?
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A That’s correct.

Q What | ease terns would you recomend to the
Board for fol ks who m ght be deenmed to have been | eased under
the terms of any Board order that’s entered?

A Qur standard terns are a $1 per acre per
year for a coal bed nethane |ease, wth a five year term wth

a one-eighth royalty.

Q Directing your attention to Exhibit B-3,
okay.

A Uh- huh.

Q There is a percent of unit col um.

A Yes.

Q And woul d that be percentage that the people

who are being pooled should use to determne their royalty
interest in the unit?

A Yes, it is.

Q And basically if we take the first exanple,
Tract 2, the 27.125% would be nmultiplied tinmes 12 1/ 2% and
that would...that would result in the royalty interest under
t he Board order?

A It woul d.

Q Ckay. If the...if sonmeone wanted to

participate in this unit, would they use that sanme percentage

58



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

tinmes the allocated cost to calculate the participation cost
for thenf

A It woul d.

Q And woul d the sane percent of unit..
percentage be relevant to estimating a carried interest and
cost ?

A Yes, it woul d.

Q kay. Turning to unit C 32, how many wells

are proposed in that unit?

A One.

Q Okay. And you’re notice that that’s up
toward the Northern boundary of the drilling wi ndow, do you
see that?

A It is.

Q Is it inside...is the location inside the

drilling w ndow?

A Yes, it is.

Q Ckay. And is this proposed well in G 32
also a frac well?

A Yes, it is.

Q And is it the intention to produce coal bed
met hane fromthis well fromall seans fromthe Tiller on

down?
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A Yes, it is.

Q Have you provided the Board with an estimte
of the cost of drilling, conpleting and fracturing this well?

A Yes, we have.

Q And what's that estinmate?

A The cost of this well...the estinmated cost

of this well is $206, 705.15, to an estimted depth of 2300
feet.

Q And this well, the permt has been applied
for but it's kind of on hold, right?

A It is.

Q In C32, would you tell the Board what
i nterest you've been able to acquire and what interest you're
seeking to pool ?

A We've acquired 91. 325% of the coal, oil and
gas coal bed nethane interest. W're seeking to pool 8.675%
of the coal, oil and gas; and we have 100% of the coa
| eased.

Q Wth regard to both of these units, can you
tell me whether or not there is a requirenent for escrow?

A Yes, there's an Exhibit E in there.

Q Ckay. And that explains why escrow woul d be

requi red?
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Yes, it is.
Q And is the reason for escrow in both
situations conflicting clains?
A Yes.
Q In spite of the fact that there are a nunber
of fol ks named Rogers, or heirs of the Rogers, they are, in

fact, to sone extent in conflict?

A It is.

Q And that's the reason for the escrow?

A Uh- huh.

Q In the event ultimately these parties would

enter into a royalty split agreenent, that would sol ve that

pr obl enf

A Yes.

Q But until that happens, it's a problen?

A It is.

Q And that is what's addressed by the Exhibit
E that you provided with regard to both of these?

A It is.

Q Recently have you received from--7?

BENNY WAMPLER: Let ne just stop you and tell you I

don't have Exhibit E. | don't know...the original for this

appl i cati on.
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BOB WLSON: No, we didn't have Exhibit E put in.

BENNY WAMPLER:  Ckay.

LESLI E ARRINGTON: W'l submt that.

MARK SWARTZ: | can give you---.

LESLI E ARRINGTON: | thought we had submtted
t hose.

MARK SWARTZ: Let ne give you one and we'll submt
nore. Wy don't you hand that one up there to...is there
one?

Wth regard to C-32, we have recently received from
M. Wiitt, who is here today, who is an engineer for the
Rogers, a letter raising sone questions with regard to
property lines concerning CG32, and | think we made ...we
got...l think it was faxed to us on June 13th, if |'m not
m st aken, and what we have indicated to M. Witt and M.
Johnson this norning, is that we believe that our property
lines as platted are correct. W w il certainly consider the
additional information that they have provided us with, with
regard to two of the Rogers tracts in the event that we are

persuaded that their mapping is accurate, we have agreed to

file, you know, our supplenental order that will solve that
problem And in the event that we can't agree, we'll solve
the problem by escrowing the disputed area. | just wanted to
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note for the record there is...there has been a question
raised with regard to mapping in the CG32 unit on June 13th
and that we are going to address that and either resolve it
or escrow.

Q M. Arrington, the |ast couple of things
woul d have for you, with regard to both of these units, B-31
and G-32, is it your opinion that the plan of devel opnment
that's disclosed by the applications and the plats that are
set forth in those applications is a reasonabl e nethod or
reasonabl e plan to devel op coal bed net hane from under these
two units?

A Yes, it is.

Q And woul d you reconmend that these
applications be approved by the Board so that they can
protect the correlative rights of all of the owners, both
t hose who have | eased and t hose who have yet...who have not
as yet | eased?

A Yes, it is.

Q That's all | have.

DONALD JOHNSON:  Jim you got anythi ng?

JI M KI SER  No, go ahead.
DON J OHNSON: First, | want to address the issue

about the escrow and just be clear it's on the record, and I
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want to be sure that everybody understands what's goi ng on.
All of the coal on the Rogers properties has been |l eased to
| sl and Creek Coal Conpany. |'mtalking about the bel ow
dr ai nage coal, and that is a 100% | ease, basically. The oi
and gas has all been | eased to what is now Equitable
Production through their Eastern States subsidiary. That has
all been | eased, 100% on the Rogers property. The coal bed
nmet hane, the Lon B. Rogers Bradshaw Trust No. 1 and Lon B
Rogers Bradshaw Trust No. 2 entered into a coal bed nethane
| ease with Equitable Production Conpany. The only parties
t hat have | eased coal bed nethane as a separate item you
know, as a separate item would be the parties listed in
Schedule E 21 G| and Gas Fee Omership, and it's |listed as
the Panela Paulus, et al. | understand Equitable is
proceeding to get | eases fromthese fol ks, but at any rate,
that is the only conflict which is only a small percentage of
the ownership in these tracts. And so we want to be sure...
mean the whol e purpose of all this is to make sure that ny
client gets paid and | can assure you that is all we want to
see happen here today, is to nake sure ny client gets
properly paid as per its | ease agreenents.

For the record, I'"'mgoing to state the objections

and we've agreed that this is howthis will be handled. |
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will state ny client's objections on the record. Again, the
Fon Rogers trustee is the trustee of Lon B. Rogers Bradshaw
Trust No. 1, which is the oil and gas ownership trust. Trust
No. 2, Lon B. Rogers Bradshaw Trust No. 2 is the coal and
surface ownership trust.

For purposes of the record in this case, with
regard to the well G 32, which has been platted, the proposed
wel |l violates Virginia Code Section 45.1-361.17b. 2, as sane
as to be located within 500 feet of the boundaries of trust
m neral |ands, and no statutory or contractual unit has been
formed. Certainly, if the unit is forned today, then that
objection won’t have any validity.

The next itemis that for both B-31 and C 32, the
proposed well work is unreasonable, arbitrary exercise of the
wel | operator’s right to explore for market and produce
coal bed net hane gas.

For both C-32 and B-1, the proposed well operator
does not have the consent to stinulate the coal seans
required by Virginia Code Section 45.1-361.29f.2 for both
wells. The proposed well operator does not have the consent
to stinmulate the coals seans as required by Virginia Code
Section 45.1-361.29f.2 from Trust No. 2 or Equitable

Resources, the coal bed net hane | essee for the trust.

65



© 00 N o o b~ w N P

I = T e e N T o s =
b O O 00 ~N o o b W N +—» O

22
23
24

And finally for both well C 32 and B-31, the
proposed well is wthin, or the proposed wells are within
2,500 feet of well G 31, which well has an approved perm:t
fromthe division, approved effective April 10 of 2000, and
the present application is subject to the provisions of the
Virginia Code Section 45.1-361.12.

Al so, | believe on both well...both the
applications, the...or both the unit applications, the unit
applications show that Ashland Exploration, Inc., now
Equi t abl e Production of Eastern States, is a | essee on the
oil and gas covering the trust |ands adjoining the subject
proposed...are within the subject proposed units and if
they’re shown as 75% and it should be a 100%.

Al so, for the purpose of the record today, for
both...I’11 put in two copies. I’ve got the information
concerning the well which | previously nentioned, which is
well C31. | have the permt which has been approved by the
Division. | have the well |ocation plat which was signhed by
Cl aude Morgan of Consol, the conpletion report, which was
signed by M. Arrington, for well C 31, and also the State’s
records regarding the production fromGC 31. | also have a
| ocation plat showing the |locations of the various wells that

I’'ve mentioned, the three wells that I have mentioned. And I
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ask that these docunents be placed in the record for purposes
of our objections today.

BENNY WAMPLER: Any obj ections?

MARK SWARTZ: Not to placing in the record.

BENNY WAMPLER: They’11 be received.

DON JOHNSON: I’ve got one for each...I’ve got one

for each. | just wanted to have those put in the record, M.
Wanpl er.
BENNY WAMPLER Ckay.

(M. King | eaves the roomto take a phone call.)

BENNY WAMPLER: We’d ask those to be received in the

record.

DON JOHNSON: Gentl enen, just one final comment. My

client is interested in lots of well production and getting
paid for that well production and I think that pretty nuch
summari zes our position in this case.

BENNY WAMPLER: Let ne ask you for clarification and

everything. W have the Fon Rogers, Il, Trustee---.

DON JOHNSON: Yes, sir.

BENNY WAMPLER: ---as coal fee owners listed here.

DON JOHNSON: Yes, sir.

BENNY WAMPLER: And that’s correct.

DON JOHNSON: Yes, sir.
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BENNY WAMPLER: And Lon B. Rogers, Il is the oil and

gas fee owner.

DON JOHNSON: All right. On portions of these there

are what we call the cousins, which is the Poul os, et al
group. They own, | think, 25%of the oil and gas.
BENNY WAMPLER: | under st and.

DON JOHANSON: Their interest is contained in an oi

and gas | ease, but not a coal bed net hane | ease.

BENNY WAMPLER: Ckay.

DON JOHNSON: So, that interest is consuned...we

have coal |eases to Island Creek, M. Wanpler, that cover a
100% W have oil and gas |eases to Eastern States, which is
Equi t abl e Production. W have a 100% as far as those oil and
gas interests. So, the only thing that the Poul os, et a
group has not executed is a coal bed nethane | ease as a
separ at e docunent.

BENNY WAMPLER Ckay. Thank you.

MARK SWARTZ: But to pursue the question that |

think you started to raise and may have got headed off. The
coal is owned by one trust, the oil and gas is owned by

anot her trust and sonme other folks. Unless the two trusts
can enter into a royalty split agreement, they’re in conflict

because they’re a separate ownership.
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M. Johnson and his client have the ability,
presumably, to cure that. We don’t have a |lease with them
We are not getting an assignnent of these | eases. W have no
privity with these people. You know, froma paynent
standpoint, we’ve agreed with Equitable to honor payment
terms. But we don’t have a direct agreement with Rogers.
So, if they want to get paid, they can solve the problem by
filing a royalty split agreenent with us and with you all
but, you know, that hasn’t happened. So, they’re in
conflict.

DON JOHNSON: | think that M. Swartz is forgetting

one inportant issue and that is that both trusts have a
signed a coal bed net hane | ease covering these properties.

MARK SWARTZ: We’re not a party to that lease and

we’ re not going to be.

DON JOHNSON: I know you’re not a party to the

| ease, but Equitable Production, who you have nade
arrangenents with, is a party to that | ease as the | essee.
So, the trusts have, in fact, consented to
Equi t abl e Producti on Conpany pursuing the devel opnent of
coal bed net hane and consented to stinulate other issues that
are set forth in that | ease agreenent. | would hate to see

us have to runmage around and grab paperwork together to
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prevent noney from being escrowed. | |ook at escrow as, you
know, God’s gift to banks. I don’t think, you know, that we
need to have any of this noney escrowed.

Clearly, | guess it will be the opinion of your
counsel as to whether or not it needs to be escrowed. But
what I'm saying is that we have already entered into a
coalbed methane lease so we don’t have to worry about escrow
or anything else. We’ve got the coal and the oil and gas
merged with the exception of 25%of the oil and gas that we
don’t represent. So, there is no...there is no issue there.
I’m hopeful that Equitable Production will obtain a lease
from the other 25% and we won’t have these issues at all
goi ng down...or going forward.

MARK SWARTZ: |f we had a | ease fromyour clients,

we wouldn’t be trying to pool them today.

DON JOHNSON:  Ri ght .

MARK SWARTZ: So, we’re here to pool. Our

relationship, if the Board grants this application, is going
to be because of a pooling order and we have an obligation to
tell the Board when people are in conflict and nobney needs to
be escrowed and this is our position. You don’t have to
agree with ne, but it seens to ne---.

DON JOHNSON: I don’t agree.
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MARK SWARTZ: 1I'm not talking to you. But it seens

to me to be the reality.

DON JOHNSON: I’'m not talking to you either.

MARK SWARTZ: And so that you’re going to need to

make sone kind of judgnment, you know, as to whether or not
this is the reality that you’re faced with in a pooling
context. And you know, M. Johnson, you know, has said what
he has said and can do whatever he chooses. But, you know,
we need to tell...we feel like we need to tell you, when in a
pooling, folks are in conflict and we’re passing that
informati on along to you so you’re aware of the potential

pr obl em

BENNY WAMPLER: For the record, I’'m not going to ask

anything el se or say anything else until M. King gets back
in here because I don’t have a gquorum. But what we have is
on record.

(M. King returns to the neeting.)

CLYDE KING: I'm sorry, Mr. Chairman.

BENNY WAMPLER: Ckay. Do you have anyt hi ng?

SANDRA RIGGS: | think as | hear what you all are

saying, is you’re here purely on a pooling and not taking an
assi gnnent of the |ease.

MARK SWARTZ: Because they won’t give us one.
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Ri ght .

SANDRA RI GGS: On a straight pooling and that you’re

naming them as a conflicting parties. And, therefore, it'’s
your position under the pooling statutes that until such tine
as we either have an order of the Court or an agreenent
anongst the parties, it nust be escrowed.

M ster Johnson, your position is sonehow t hat
because you’ve entered in a coalbed methane lease for both
trusts that sonmehow those titles nerged.

DON JOHNSON: Yes.

SANDRA RI GGS: Not withstanding the fact you don’t

have a | ease with the operator?

DON JOHNSON: We don’t have a lease with the

operator. W have a |l ease with an operator who has been
pool ed.

SANDRA RI GGS: But not the operator that’s pooling

in this instance.

DON JOHNSON: No, but an operator who is being

pool ed, whose | ease is being pool ed.

MARK SWARTZ: We don’t pool leases. You can

participate or not. We’re buying them out.

SANDRA RI GGS: Well, | understand what the issue...

do you understand what the issue is?
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BENNY WAMPLER: Yeah, | understand. They purchased

the | ease and---.

MARK SWARTZ: No.

SANDRA RI GGS: Well, they’re saying they didn’t.

BENNY WAMPLER: And t hen purchased. .. purchased it.

MARK SWARTZ: We bought them out of their |essor

position, right.

BENNY WAMPLER: Right. Yeah, they didn’t purchase

t he | ease.

SANDRA RI GGS: Ckay.

MARK SWARTZ: Because we can’t. It won’t be...they

won’t allow an assignment.

BENNY WAMPLER: | under st and. | under st and.

SANDRA RI GGS: Ckay.

JIMKISER Wth the agreenent that even though
these are pooled units, they’11l honor the terms and
conditions of our |ease with the Rogers.

MARK SWARTZ: But our agreenent is only with you to

protect you frompotential litigation.
JIM KI SER: Well, at this time, it’s only with us.

MARK SWARTZ: Right. Well, | nean, they can al ways

work it out. But, you know --.

DON JOHNSON: | would certainly like to find out
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from your counsel and be sure that we don’t have any money
escrowed. Again---.

SANDRA RI GGS: Wl |, what would be the inpedinent to

your clients---7?

DON JOHNSON: There is real 1y none. I guess, I'm

sayi ng---.

SANDRA RIGGS:  ---reaching---?

DON JOHNSON:  ---that there really isn’t any---.

SANDRA RI GGS: Presenting an agreenent to the Board

to avoid escrow.

DON JOHNSON: | nean, what...you know, really, I

guess what I'm saying is I don’t see the purpose in doing
that since we have already agreed that..... the oil and gas
and coal have agreed to a coal bed nethane | ease. Wat M.
Swartz is saying is that lease doesn’t mean anything. He is
saying, you know, as far as he’s concerned, it doesn’t mean
anyt hi ng.

I'm saying to you that, yes, the parties have
already entered into a coalbed methane lease. They’ve
already joined their interest together for purposes to
devel op the coal bed net hane.

So, that’s...I guess, that’s the difference of

opinion. And, Mr. Swartz and I respect each other’s opinion,
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I'm sure. But I feel like why should we go through all this
addi ti onal paperwork just to---.

SANDRA RIGGS: Well, | think the statute as anended

| ast year requires one of two things for this Board to pay
out of escrow. And that is either an agreenent anongst the
conflicting...the named conflicting claimants or an order of
the Court. | can pull that. So, it seens to ne that once
t hey nanme you as conflicting and this Board acts on the
pooling order, then it sets up a scenario where the Board has
to be presented wth one of two things, either a Court order
that resolves the conflict or an agreenent between the naned
conflicting parties, which you control both sides.

DON JOHNSON: Wel |, obviously...yeah, right. Well,

obviously, | think there is an agreenent.

SANDRA RI GGS: Now, the conflicting...the paynent...

the escrow provision | see as a total separate issue to the
i ssue of honoring the terns of the | ease over the other side
agreenent that you all have with respect to the |lease itself.

MARK SWARTZ: Ri ght .

SANDRA RI GGS: This just has to do with---.

MARK SWARTZ: I mean, I'm Jjust telling you that for

i nformati on.

SANDRA RI GGS: ---the nmechanics of adm nistering
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the payment once it’s calculated and is to be paid out. And
that to me...I mean, the way we’ve always handled this is we
just get in an agreenent between your two trusts that says,
"pay us out however and it’s a done deal." I mean, we avoid
escrow that way and it neets the requirenments of the statute
t hat says once the conflicting claimnts reach an agreenent
and present it to the Board, then we’ll pay according to your
agreement, whatever it is, and it doesn’t have to be
complicated. I mean, it’s whatever you instruct us to do,
basically. And at that point, we elimnate the requirenent
for escrow and direct the operator to pay direct according to
your instructions.

DON JOHNSON: Certainly if this needs to be done, we

want it done in advance of any order being entered because we
don’t want any noney escrowed.

SANDRA RI GGS: And they do that all the tine.

They...many tines they have the attached right to the
application who the---.

DON JOHNSON: | want to see it happen.

SANDRA RI GGS:  ---who...you know, who has presented

themw th an agreenent for resolution of apparent conflicts
and it never goes into escrow. W never set the escrow up to

begin wth.

76



© 00 N o o b~ w N P

NONNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

MARK SWARTZ: As |ong as we get an agreenent before

t he suppl enental order is entered, it wll---.

SANDRA RI GGS: It’s usually about ninety days maybe.

MARK SWARTZ: ---solve...the problemcan sol ve

itself.

SANDRA RI GGS:  Yeah.

BENNY WAMPLER: Ckay, any...any questions from

menbers of the Board.
JI M KI SER Because there will be no noney paid out
before that?

MARK SWARTZ: Ri ght .

BENNY WAMPLER: |Is there a notion?

MASON BRENT: | nobve that we approve the

appl i cation.

BENNY WAMPLER. We have a notion to approve the

application. |Is there a second?

CLYDE KI NG Second.

BENNY WAMPLER: Moti on and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes by Max Lew s.)
BENNY WAMPLER. QOpposed, say no.
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MAX LEW S: Abst ai n.
BENNY WAMPLER. One abstention. You have approval.
Thank you. Mr. Johnson, you’ll get a copy of the order and

t hen you---.

SANDRA RI GGS: The proposed order, I’1ll send out to
you.

DON JOHNSON: Ckay.

BENNY WAMPLER: The next itemon the agenda is
reconveni ng of docket for unit P-308. Today’s docket number

VGOB- 94- 10/ 24-08...I'm sorry, 0481-02. We’d ask the parties
that wish to address the Board in this matter to cone forward
at this tine.
JIMKISER M. Chairman and nenbers of the Board,

Jim Kiser on behalf of Equitable. 1It’s my understanding, I
talked to M. Stout, Henry Keuling-Stout, about 3:30
yesterday afternoon and he was in the process then of
dictating a letter asking once again that this be continued.

He did receive all the informati on he asked for from Mel ani e
Freeman at Equitable and he’s happy with that. But
apparently what he got fromthe bank, and/or Virginia Gas,
was not suitable. As far as | know, he wants it continued

again and we don’t have any problems with that.

BOB WLSON: M. Chairman, we received a letter
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addressed to you at the Division of Gas and Q| yesterday
af t ernoon about 5:20, actually, from M. Keuling-Stout,
stating that he did wish to continue both the docket nunber
94-10/ 2441 and 93-19/3313; stating that he had received
information from Equitable on the P-308 unit, but that it
came back on a fax and it was unreadable so that he couldn’t
process that properly and that he has not yet gotten the
conplete information that he desires fromthe banks rel ative
to the EH 108 unit and is asking for a continuance to have
time to gather that historical information and natch
basically the interest paid on a nonthly basis with the
deposits that have been nmade and cone up with a final total
This letter was faxed to ne and to folks of Virginia Gas. |
don’t think you folks got a copy of that.

JIMKISER: I didn’t see it, no.

BOB WLSON: W have copies of this letter here if

anybody wants to look at it now He has asked for, and as |
under stand you have no objection to it, Virginia Gas has said
t hey have no objection to a continuance on it.

JIMKISER W sent hima nore | egible copy by Fed-
Ex that he shoul d have had by yesterday.

BENNY WAMPLER: Any obj ections by nenbers of the

Board to continuing this.
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MASON BRENT: | object.

JIM KI SER Equitable anmpunt in escrowis $172.00

BENNY WAMPLER: $1727

JI M KI SER Yeah.

SANDRA RI GGS: And the other one is an internal

escCr ow.

JIMKISER Qurs was internal

BOB WLSON: Not that is---.

SANDRA RI GGS: Yours is the internal and the ot her
one---7?

JIMKISER Qurs is internal. Theirs is a bank
escCr ow.

SANDRA RI GGS: So, theirs does not involve

reconciliation of the bank records?
JIMKISER No, it just involves how nuch interest
we’re going to pay him---7?

SANDRA RI GGS: Ri ght.

JIMKISER ---and we’ve offered him $50 versus
goi ng back and cal culating 5 1/ 2% per nonth, which would end
up being like $36 and take up probably a half of sone
employees’s time.

BOB W LSON: The...apparently the records that he’s

wanting to examne in nore detail relative to the historica
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deposits in the EH 108 unit, he needs access to the bank
records that go back to, | believe, 1993 and we have invited
them of course, to cone and | ook at our records. But nobst
of themare still with the auditor who is auditing the
account for that period of time. So, there’s some hang up
there. I don’t think they have progressed yet to the point
of actually |ooking at individual bal ances and deciding if
t hey agree.

JIM KI SER We thought we were ready to go this

MARK SWARTZ: You m ght be.

BENNY WAMPLER: He may be ready to go. We haven’t

dismssed it. (Ilnaudible) a continuance.
(Board nenbers confer anong thensel ves.)

MARK SWARTZ: |s Brad out there, Don?

DON HALL: He left here earlier

BENNY WAMPLER: It’s dangerous to leave without the

Board naki ng a deci si on.

MARK SWARTZ: | never turn nmy back on you guys, you

know.

BENNY WAMPLER: We have heard them when you’re not

here before.

BOB WLSON: A snmart man.
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SANDRA RI GGS: Well, it’s my understanding, and I

wi sh they were here to confirmthis, that everything in
escrow for EH 108 gets disbursed. It is what it is. WII
there be anything left once...he represented all the
Anderson. .. Mary Anderson, Hazie and Chrissy Anderson who are
the three---.

BOB WLSON: I’ve forgotten if it’s all disbursed or

not. It seens to ne that the only conflict had to do with
that disputed title and once the cloud was renoved fromthat,
then | think the...whatever the contents of the escrow
account are go to those claimants. Now, it has been so | ong
since we first got into this, I don’t remember. As I
remenber, the only conflict there was that cloud which the
Court settled.

SANDRA RI GGS: Ri ght.

BENNY WAMPLER: And it was conti nued | ast nonth.

Were there any instructions? D d we send them a signal that

we were going hear it? Do you recall?

MASON BRENT: I’d have to look at the record. My
menory is not that good. | renenber being di sappointed.

BENNY WAMPLER: We can do one of...one of three
things, | guess. W can go ahead and hear it and nake a
decision in the absence of the parties, or we can conti nue

82



© 00 N o o b~ w N P

NONNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

with an affirmation that it will not be continued again.

CLYDE KING W continued it once, haven’t we?

BENNY WAMPLER: We’ve continued it---.

SANDRA RI GGS: About three tines.

BENNY WAMPLER: ---about three tines.

CLYDE KI NG: That’s enough.

MASON BRENT: ©More than once.

CLYDE KING: Isn’t it?

MASON BRENT: | woul d---.

JIMKISER What is his hold up? |Is he just stil
trying to make sure that everything that’s supposed to be in
there is in there? Reconcile the bank’s records---?

BENNY WAMPLER: Well, he’s saying---.

SANDRA RI GGS: He wants to go all the way back into

production records.

BOB WLSON: Yes. From ny understanding from

talking to M. Keuling-Stout, he and his clients want to go
by on a nonth by nonth basis and match the anount deposited
and an interest anount for that nonth and get a final colum
and then have all of that add up to the total that’s in the
bank at this tinme. They want to assess every deposit that
has been made into the bank.

JIMKISER They want to reconcile it. Yeah, they
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want to reconcile it.

BENNY WAMPLER: Wel |, for exanple, he says, "Though

the report fromthe bank shows deposits only from January of
2000 through April of 2001, one of the docunents supplied to
me by Virginia Gas," and I'm quoting here, "shows payments to
First Union Bank extending back to January the 10'" of 1997."
So, apparently he does have---.
JI M KI SER (1 naudi bl e).

BENNY WAMPLER: - --you know, sone di screpancies

he’s dealing with for whatever reason.
JIMKISER Fromthe first escrow agent?

BENNY WAMPLER: Yes.

(Board nenbers confer anong thensel ves.)

BENNY WAMPLER: Are you going to nmake a notion?

MASON BRENT: | was.

BENNY WAMPLER: Ckay.

MASON BRENT: | woul d nove that we grant the

conti nuance, but that we commt to hear this next nonth for
what ever.

BENNY WAMPLER. Ckay. Al right. W have a notion

to do this one last continuance and we’ll hear thisS case next
mont h.

CLYDE KING Regardl ess.




© 00 N o o b~ w N P

NONNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

BENNY WAMPLER: Regar dl ess.

CLYDE KING | second it.

BENNY WAMPLER: The notion is seconded. Any further

di scussi ons?

MASON BRENT: | trust this will be communi cat ed---.

BENNY WAMPLER: Yes. We’ll ask Mr. Wilson to wite

hima letter and et himknow that this will not be continued
again. Al in favor, signify by saying yes.

(Al nmenbers signify yes.)

BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: Conti nued. The next itemon the

agenda is the Gas and Q| Board will consider a petition from
Pocahontas Gas Partnership for pooling of a coal bed net hane
unit identified as AV-116. This is docket nunber VGOB-01-

01/ 16-0855. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of Pocahontas Gas Part nershi p.

BENNY WAMPLER: 1’11 just ask you folks to identify

yourselves for the record, please.
ANDY DYE: Andy Dye.
TIVIS BROMN: Tivis Brown.
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BENNY WAMPLER: You may continue, M. Swartz.

MARK SWARTZ: M. Chairman, | would ask that you

al so call AW 116, which is docket nunber eight, which
i nvol ves many of the sane people, and presunably the sane
I ssues.

TIVIS BROMN: We’re here.

BENNY WAMPLER: Okay. Any objections to that?

(No audi bl e response.)

BENNY WAMPLER: Okay, we’ll also go ahead and call

the petition from Pocahontas Gas Partnership for pooling unit
identified as AW116. This is today’s docket number VGOB-01-
01/ 16-0858. We’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington on

behal f of Pocahontas Gas Part nershi p.

BENNY WAMPLER: 1’11 get you gentleman to state your

name for the record one more time because I’ve called the
ot her one, too.

ANDY DYE: Andy Dye.

TIVIS BROMN: Tivis Brown.

BENNY WAMPLER. Thank you very nuch

TIVIS BROM: I’d like to say to the Board and to

the Gas Partnership people and Consol that I'm hard of

86



© 00 N o o b~ w N P

NONNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

hearing. Sonetines you m ght have to ask ne a question or
sonet hing tw ce.

BENNY WAMPLER: Okay. You just let us know. We’ll

make sure we do that.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I will remnd you that you’re still
under oath, okay.

A Yes.

Q The applicant on both of these applications
is whonf

Pocahontas Gas Part nershi p.

Q Did you either prepare, or have prepared
under your direction, the amended notices of hearing and the
applications and the related exhibits with regard to this two
pool i ng applications?

A Yes, | did.

Q Ckay. And these pooling applications both

concern units in the Mddle Ridge Field, is that correct?
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A They do.

Q kay. And the unit sizes are slightly
di fferent because we nust have one unit on the periphery
if...directing your attention to the plat. For AV-116, what
is the acreage of that unit?

A 50. 2 acres.

Q kay. And wth regard to the other unit,
it’s the standard size of 58.7 acres, 1s that correct?

A Yes.

Q Ckay. How many wells are proposed in each

of these Mddle Ri dge units?

A One.

Q And are both of the proposed wells within
the drilling w ndows?

A Yes, they are.

Q Ckay. Wth regard to the applicant, is

Pocahontas Gas Partnership a Virginia General Partnership?
A Yes, it is.
Q Does it have two partners who are
Consol i dati on Coal Conmpany and Conoco, Inc.?
A Yes, it does.
Q Ckay. Wio i s Pocahontas requesting be

appoi nted as designated operator in the event that these
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units are pool ed?

A Pocahontas Gas Part nershi p.

Q Ckay. |s Pocahontas Gas Partnership
authorized to do business in the Cormonweal th, has it
registered wwth the DMVE, and does it have a bl anket bond on
file?

A Yes, it does.

Q Okay. This unit was originally...the
pool i ng requests for these two units were originally filed
for the January hearing. Do you recall that?

A That’s correct.

Q And they’ve been continued basically for

five nonths, right?

A They have.
Q Okay. And what’s the explanation for that?
A Well, we’ve continued to try to identify al

the, I believe, Dora Dye heirs. We’ve had a person pretty
much assigned to this project along with different other
projects trying to identify heirs. He sits...he just sits
there at the tel ephone naki ng phone calls.

Q Ckay.

A We follow up finding what we can in the

Court house, what is of record, and we go fromthere. To
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date, this is the best job that we can set forth.

Q Okay. The...just directing your attention
to AW116 and the anmended notice of hearing and the exhibits
attached to that, | see that Exhibit B-3 was nodified as of
June the 8"

A It was.

Q And with regard to AV-116, we’ve got Exhibit
B-3 that was nodified as of May the 31°, correct?

A It was. That’s correct.

Q Have you submtted the nost current and

conplete information that you have to the Board?

A W have.
Q Ckay. |If people should turn up today with
further information, will you include that information in any

suppl enental orders?

A Any additional information, we would be nore
than happy to include in any subsequent Board order or
suppl enent al order.

Q Ckay. Wio is the fellow that has been

working on this in your offices?

A | can reference his first nane only.
Ckay.
A It’s Smokey.
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Q Snokey?

A Yes.

Q Ckay. Now, with regard to the anended
not ices and the folks that you’ve listed, have you listed in
t he anmended notices all of the people that you have been able

to identify that need to be naned as respondents?

A Yes, we have.
Q Ckay.
A And we may have |isted people there that

don’t need to be listed. But we don’t know that. So, we

listed them
Q Ckay. As possible claimnts?
A Ri ght .
Q Ckay. For the...have you listed the folks

both in the anended notice of hearing and in the anended

Exhi bit B-3?
A W have.
Q Ckay. To the extent that you have addresses

for these people, have you mailed to then?

A W have.

Q Have you filed proof of mailing with the
Board today with regard to fol ks that you have addresses for?

A. W have.
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Q Ckay. For folks that you did not have
addresses for or to flush further potential claimnts out,

have you publi shed?

A We did.
Q Ckay. Tell us about that.
A We published it in the Bluefield Daily

Tel egraph on April the 18'"

Q Okay. And that would be with regard to both
units?
A That was AW 116, I’'m sorry.
Ckay. And with regard to the other unit,
AV- 1167

A Let me get to the publication. I’'m sorry.

(M. Arrington reviews his notes.)

A Okay. June the 13'" for AV-116.
Q Ckay.
A And | did pick out the wong one. And it

al so was June the 13'" in the Bluefield Daily Tel egraph for

AW 116.

Q Ckay. And what you woul d have published..

so, you published nore than once with regard to both of these

units?

A. Oh, we have.
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Q Ckay. And have you filed all of the proofs
of publication wth the Board?

A We’ve filed that with them.

Q The nost recent publication was to give...to
publish the amended notices that we’re dealing with today and

give those folks further notice of the new names you’ve come

up Wi th?
We did.
Okay. And that’s what was published nbDst
recently?
A Yes.
Q And ny assunption is that you published in

Decenber as wel | ?
A W di d.

And then in April, as you’ve just indicated?

A We have.

Q And now again in June?

A Yes.

Q Ckay. Do you...today, do you have any

informati on that woul d cause you to add additional people?
A No.
Q Ckay. Do you have information today that

would cause you to be able to say some of the folks we’ve
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named we definitely have rul ed out as claimants?

A

Q
either?

A

Q

you tell the Board what

interest you’re seeking to pool.

A

oil and gas interest,

No, | do not.

So, you don’t want to dismiss anybody today

No. That’s correct.

Ckay. Let's look at AV-116 first and woul d

I nterest you have acqui red and what

Yes. We have acquired 82.878% of the coal,

coal bed net hane interest; and

17...we’re seeking to pool 17.122% of the coal, oil and gas,

coal bed nmet hane i nterest;

the coal interest.

Q

and we have under | ease 82. 878% of

Wth regard to the al nost 83% of this unit

that you’ve leased for coalbed methane, what have been the

standard | ease terns that you have used with negotiating with

people to | ease this acreage?

A

acre per year with a five year

met hane | ease,

Q

Board to be included in any order

Qur standard | ease terns are a dollar per

paid up | ease for a coal bed

and a one-eight royalty.

And woul d you reconmend those terns to the

it mght enter with regard

to fol ks who could be deened to have been | eased?
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A Yes, we woul d.
Q Ckay. Now, both of these units, although

they’re different sizes as we’ve already mentioned---.

A Correct.

Q ---areinthe Mddle Ridge | Field, is that
correct?

A They are.

Q And are subject to those Field Rul es?

A They are.

Q And essentially those Field Rul es provide
for frac wells?

A They do.

Q And both of these units contain frac wells,
one each?

A That’s correct.

Ckay. And you are seeking then, | assune,

to produce coal bed net hane fromthe Jawbone | on down if the
Jawbone | is below drainage with regard to both of these
uni ts?

A That’s correct.

BENNY WAMPLER: M. Swartz, we do not have the B-3

that or the revised...do you have a revised Exhibit A?

LESLIE K. ARRI NGTON: We submitted themto the gas
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of fice.

BENNY WAMPLER. Wth the 82% Wuld you give that

nunber again then?

LESLIE K. ARRINGTON: Ckay. For AV-116 it’s 82.878%

coal bed nethane | ease fromthe coal, oil and gas owner; and

17.122% we’'re seeking to pool.

BENNY WAMPLER: Ckay.

MARK SWARTZ: kay, with regard to AW 1167

LESLI E K. ARRI NGTON: Ckay, we have under | ease

86. 4092% of the coal, coal bed nethane interest, 76.581% of
t he coal bed nethane interest fromthe oil and gas owner.
We’re seeking to pool 13.5908% of the coal interest for
coal bed net hane and---.

BENNY WAMPLER: Repeat that, please.

LESLI E K. ARRI NGTON: 13. 59089% - - .

BENNY WAMPLER: okay.

LESLI E K. ARRI NGTON: ---fromthe coal owner; and

seeking to pool 23.419% fromthe oil and gas owner; and we
have under | ease fromthe coal owner 86.4092% of the coal.

Oh, I'm sorry, 86.2692.

Q O the coal ?
A Of the coal leased. I'm sorry.
Q Now, with regard to these two units, have
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you filed Exhibits B-3?

A We have.

Q Okay. And there’s a last column in Exhibit
B-3 which says "Interest in Unit", right?

A That’s correct.

Q And does that report the percentage that
every person nanmed has of acres in the unit?

A Yes, it does.

BENNY WAMPLER: What’s the date on your B-3 that

you’ re referring to?

MARK SWARTZ: 6/8...June the 8'".

BENNY WAMPLER: I don’t have that either. We’ve got

4/ 9.

Q M. Arrington, have these...sufficient
copi es of these been sent to the Board?

A They were.

LESLI E K. ARRI NGTON: The last big box, I don’t know

how long ago it was. | know it was prior to | ast week.

BOB WLSON: Yeah, | renenber the subm ssion we got

and | thought that it all got properly distributed and
everything that was in that box was put into these files, but
apparently if it was sent, we mssed it.

LESLIE K. ARRINGTON: On this one right here. June
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the 8" was the date, | understand.

BOB WLSON: | renenber...|l renmenber seeing the

material, as I say, it didn’t get in the file, obviously.

Q Now, when you mailed the proof of mailing,
did you mail the 6/8 and 5/ 31 exhi bits?

A Ve did.

Q Just so that the folks that are listed in
the notice received the updated information.

A They di d.

Q Ckay. At least to the extent they signed
for their mail?

A. That’s correct.

Q Ckay.

BENNY WAMPLER: And what we’re going to need you to

do is be careful and tell us what has been updated on that.

Q The---?

TIVIS BROMWN: Could we be permtted to speak at this

ti me?

BENNY WAMPLER: Yes, sir.

TIVIS BROAWN:. They nentioned the neeting in

January. We have never been notified of anything that
pertained to these wells, | believe, until April the 5'".

Wiy was a neeting called on these wells and tal ked about and
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us not notified since we own the gas, oil and mneral |and

adjacent to this and other land which I personally own? I’'m
ki nd of disturbed of---.

MARK SWARTZ: The reason not hi ng happened i n January

is because we realized we needed to do work to identify nore
people. So, there was nothing that happened in January, at
our request.

BENNY WAMPLER: Yeah, we haven’t had any discussion

on this at all until today except for the granting of the
continuances until they notified additional parties.

TIVIS BROMN: I realize that. We’ve had two. We was

call ed over here two times before where we’ve had a
discontinuance which I think they’ve done a good job of
reaching out to people. 1I’1l1 have to admit to that. But
there’s some more irregularities which I will mention after
they get done talking. | hope to not interrupt them any
nor e.

BENNY WAMPLER: Conti nue, M. Swartz.

Q Wth regard to Exhibits B-3, just froma
formng content in a general sort of way, do you report the
acres opposite everyone’s name? Are the number of acres that
their tract may be in the units?

A. W do.
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Q Ckay. And then do you take that acreage and
divide it by the nunber of acres in the unit?

A Yes, we do.

Q Okay. And that’s what generates this
interest in unit percentage which is in the last col um,
correct?

Correct.

So, if sonmebody wanted to know what their
percentage interest in the unit was, they would just | ook at
that last colum and that would tell thenf

A It woul d.

Q Ckay. |If they wanted to know what anount of
nmoney they would have to conme up with to participate in the
unit, would they take that percentage tines the cost
estimate?

A They woul d.

Q Ckay. And with regard to AW 116, what is
the cost estimate for the one well?

A $216,269.12 drilled to a total depth of
2,502 feet.

Q Does that well have a permt yet?

Yes, it does. It’s 4627.

Is the well drilled?
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A Yes, it is.

Q Has it been fraced?

A Yes, it has.

Q Ckay. So, to calculate the participation

dollars and cents that you would have to pay to participate,
you woul d take your percentage fromB-3 under the interest in
unit colum, multiply that tinmes the dollars and that would
be the check that you would have to wite to the operator to

becone a partner in the well?

A That’s correct.
Q If you didn’t want to be a partner in the
well, but you wanted to be carried and back into an interest

in the well after sonme period of tinme, would you use the sane

percentage tines the sane dollars and nmultiply it tines 200

or 300%
A That’s correct.
Ckay. And that would give your carried
interest?
A It woul d.
Q Now, if you were going to try to estimte

what your royalty interest m ght be, would you take the
interest in unit percentage opposite your nanme and nmultiply

it times 12 1/ 2%
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the well ?
116---7?
B-3?
A
Q
A

You woul d.

And that woul d be your royalty share out of

Yes.

Ckay. And woul d the sane be true for AV-

It woul d.

---if you take the percentages set forth in

Yes, it woul d.
VWhat is the well cost estimate for AV-1167?

$213,878.96 drilled to the total depth of

2,470.10 feet. The permt nunber is 4641, and it was drilled

August the 8th...
Q
A
Q
ready to go?

A

28. .. August the 28'" of 2000.
Ckay. Has that well been fraced as well?
Yes, it has.

Ckay. Are these well...these two wells

Well, actually, they were the original wells

in the Mddle R dge units.

Q
A.

Q

So, they’re ready to go?
Yes.

Are they hooked into the gathering system
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and awai ti ng pooling?

A Well, actually they’re producing on
st at ewi de spaci ng.

Q Ch, okay. So, we want to pool them and
i ncl ude nore peopl e?

A That’s correct.

Q Ckay. Okay. So, this would essentially
convert froma statew de spacing voluntary unit to a pool ed
unit?

A It is.

Ckay. Lastly, with regard to both of these
units, M. Arrington, is the plan for devel opnent that is
shown on the plat and the well |ocation and so forth, and the
other information that’s provided in these applications with
regard to devel opnent, in your view, a reasonable plan to

devel op the coal bed net hane under these two M ddl e Ri dge

units?

A Yes, it is.

Q And woul d you reconmend this plan to the
Boar d?

A Yes, we woul d.

Q And then woul d you al so recomend to the

Board that they pool this unit to protect not only the fol ks
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that you’ve obtained leases from and their correlative
rights, but to also protect the folks that you’ve been able
to identify as claimants or possible clainmnts and the
unknowns that you’re concerned about?

A We are.

Q kay. And so woul d you reconmmend
this...that these units be pooled to protect the correlative
rights of all of these fol ks?

A We do.

Q Wth regard to the escrow question, it |ooks
like there is escrow required for both of these units?

A It is.

Q And on the one hand the reason is to escrow
for unknowns and unl ocat eabl es, correct?

A Uh- huh.

Q And is it also true that at least with
regard to AW 116, there’s also escrow required for conflicts?

A Yes, it is.

MARK SWARTZ: That’s all I have.

ANDY DYE: Excuse me. I didn’t understand the depth
of well AV-116. D d you---?
LESLI E K. ARRI NGTON:. AV-1167?

ANDY DYE: The dept h.
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LESLI E K. ARRI NGTON: The

ANDY DYE: Thank you.

BENNY WAMPLER: Questi ons

of this w tness?
(No audi bl e response.)

TIVIS BROMN: I'd like to

heirs.

BENNY WAMPLER: Wit j ust

if the Board has got any questions
you can do that.
(No audi bl e response.)

BENNY WAMPLER: Ckay, you

TIVIS BROMN: I'd like to

wells were permtted.

depth is 2470.10 feet.

from nenbers of the Board

speak on behalf of the Dye

one second and let's see

of this witness and then

go ahead.

ask when both of these

LESLIE K. ARRINGTON: Well, the permt date for AV-

116, pernit date was 7...July the 17'" of 2000. | believe

what - - -.

TIVIS BROW: The 27'" day of June of 2000?

LESLI E K. ARRINGTON: This may have been a

nmodi fi cati on. Is that AV or AW

TIVIS BROMN: That’s AW-116.

LESLI E K. ARRI NGTON: AV-116 was June---.

TIVIS BROMW: Well, | asked AW--.
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LESLI E K. ARRI NGTON: Ckay.

TIVIS BROWN: ---116.

LESLI E K. ARRI NGTON: Just a second. June...it is

June the 27"

TIVIS BROM: And I’'d also like to ask you about AV-

116.
LESLIE K. ARRI NGTON: June...July the 17'" of 2000.

TIVIS BROM: Why weren’t we notified when these

wells were permtted?

LESLI E K. ARRI NGTON: These wells were permtted

under statew de spacing before the Mddle Ridge Field units
were set up and drilled and producti on began under statew de
spaci ng.

TIVIS BROMWN: Are these two wells in operation?

LESLI E K. ARRI NGTON: They are.

TIVIS BROAWN. Do you have an estinmate of how nuch

t hey produced?
LESLI E K. ARRI NGTON: Not with ne today, no.

TIVIS BROAWN:. Well, | do. Andy, do you have

that---7?
ANDY DYE: No, I don’t have it.

TIVIS BROAWN. ---handy? W picked that up to the

Board...AV-116 the 12'" of 2000, the nunbers on it is 1,545
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and down bel ow that on down through it began the 12'" of 2000
and went on down through the 12'" of 2001, 7,298 and | also
have it on the other one.

LESLI E K. ARRI NGTON: Ckay.

TIVIS BROAN: And | believe that that should have

been made available to us before that you people tried to
have our |and, which we owned over a hundred years and paid
taxes on it, and drawed our interest off of our |and and
Start pooling it. I don’t think that they properly
identified or notified us in the tinme franme that was
permitted by State law to do so because they’ve never
contacted us about anything on the Dora Dye tract of |and
until April of 2001.

BENNY WAMPLER Have you...let ne ask M. Arrington

do you have an internal escrow of this money that you’ve
recouped on the well?

LESLI E K. ARRINGITON: I can’t answer that part

without...you know, I just don’t have that knowledge with me.

TIVIS BROMN: And | further want to tell the Board,

what they send us out has a different heading on it of what
they have Gas Board, the Virginia Departnent of M nes,
M neral s and Energy, than what they send us. It nentions a

Litton tract which is adjacent to mne and the copy that they
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sent out to us does not have it on it pertaining these two
parts. There’s something wrong there in that. Like I say,
I'm not a lawyer, but there’s something wrong there with them
two parts. | could show the Board...Il could show the Board
the two things that I'm talking about here and AY-16. I’'d
also like to ask M. Arrington, those two wells AV-16...116
and AW 116 is spaced 2500 feet apart.
LESLIE K ARRI NGTON: Ckay. Let nme go through

several things here. First of all, these wells were
permtted, drilled into production under statew de spacing
and that’s the reason the Dyes did not receive notice of
these wells. They were not within the 500 and 750 f oot
radi us.

Secondl y- - -.

MARK SWARTZ: Stop. Were they in the statew de

spaci ng units?

LESLI E K. ARRI NGTON: No.

MARK SWARTZ: Ckay.

LESLI E K. ARRI NGTON: No, they were not within those

r adi us.

MARK SWARTZ: Let nme ask anot her question. By

reason of these two pooling applications, are the Dye heirs

being included in the revenue streamfor these two wells
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whi ch they woul d not have been included in at all under
st at ew de spaci ng?

LESLI E K. ARRI NGTON: That is correct.

MARK SWARTZ: So, we’re here today to try to give

t hem noney that they were not entitled to under the statew de
spaci ng?

LESLI E K. ARRI NGTON: That’s correct.

MARK SWARTZ: Ckay. What is the statewide unit size

for coal bed nmet hane?

LESLI E K. ARRINGITON: It’s a 500 hundred foot

r adi us.

MARK SWARTZ: So, it’s a circle 500 feet around the

wel | ?

LESLI E K. ARRI NGTON: Ri ght .

MARK SWARTZ: Wat is the spacing between wells for

coal bed nmethane? 1Is it a 1,000 feet?

LESLI E K. ARRI NGTON: A 1,000 feet.

ANDY DYE: W nust have two different set of rules
here then. | was under the understanding that the spacing
between the two wells was 2500 feet and the spacing on the
property owners was 750 feet. And I’'d like to say at this
time too, this may be a little out of order, but if I am

I’11 certainly take it back because this is new to me, but

109



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

what they’re saying they’re here today is to give us money
off the wells that we’re producing. One reason we’re here
today, I don’t think that a company should be allowed to
lease your land that you’ve owned for a hundred years and
paid taxes on it for $5 an acre for ten years to do anything
they want to with it. That is our conplaint here today.

AUDI ENCE: Anen.

AUDI ENCE: Yes.

SANDRA RI GGS: Well, that’s the bonus payment.

You’re talking about that plus the royalty of one-eighth
royalty.

ANDY DYE: I understand that. I don’t really have a
problemwi th that, but | do have a problemw th them bei ng
able to do anything they want to with your land and | ease it
whet her you want to let themlease it or not.

SANDRA RI GGS: Well, that...that’s provided by

statute now.

TIVIS BROM: That’s seeing how we own the coal,

gas, mnerals and all. We don’t want to tie our land up. We
will enter into a | ease of the coal and the gas and the oil
but they’ve not approached. They don’t want to lease. They
want to pool.

ANDY DYE: Well, to | ease your |and for ten years,
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and like I said, I'm not a lawyer and I really don’t

understand this, but I’'d be glad if somebody would explain it

tome. It seens to ne like if they lease this land for ten
years, they can do anything they want to with it, but yet
we’re still liable for any damage they do. I mean, I might

be misunderstanding it, but that’s the way I understand it.

SANDRA RI GGS: We....you say | ease your |and, do you

mean your gas...your gas rights?
ANDY DYE: The | and.

SANDRA RI GGS: Well, they’re not leasing your

surface now. They’re leasing your gas rights.
ANDY DYE: Well, now, wait a mnute. Like I said,
probably didn’t understand this right.

TIVIS BROAW:. Well, it says that they wll be

responsi ble for everything that happens on the | and and on
the property and not in one place.

SANDRA RIGGS: Well, is this---?

BENNY WAMPLER: Let ne---.

SANDRA RI GGS: ---well on their surface?

MARK SWARTZ: No.

LESLI E K. ARRI NGTON: No.

TIVIS BROWN: No, it’s not on it.

SANDRA RI GGS: The well’s not on your land.
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ANDY DYE: Yet. No, it’s not on it yet.

SANDRA RIGGS: Well, with this...with regard to this

application, the well is not on your surface. They are not
getting any rights to your surface by virtue of these
proceedings. They’re seeking the right to produce the gas
underlying your surface. And that’s all we’re tal king about.

MARK SWARTZ: Well, we already have that right.

SANDRA RI GGS: Wel |, under statew de spaci ng.

MARK SWARTZ: Ri ght .

ANDY DYE: That’s the problem. We have...it seems
to me |like these coal conpanies have too nmany rights.
mean, |...like | said, I'm not a lawyer and I don’t
understand all of that, but it seens to ne like if you pay
taxes on a land...a piece of land for a hundred years and
somebody wants to lease it and won’t even give you enough to
even pay your taxes on 1it, that don’t seem fair to ne.

SANDRA RI GGS: Well, I don’t know what the

calculation of your royalty would be. So, I can’t, you know,
judge whether it’s enough to pay taxes. But it seems to me
that you’re separating the royalty payment from the bonus
paynment. You get two streans of paynent. One is this up
front payment that they’re talking about and the other is the

one-eighth royalty off of the production.
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And what they’re saying is under the statewide
spacing rule, which is 45.1-361(17) which was in effect at
the time they drilled the well, they had to give notice to
owners within 500 feet of the well.

ANDY DYE: Right. Correct.

SANDRA RI GGS: And you were not within the 500 feet,

which is why you didn’t get that notice. And that the unit
went out...that the distance between wells was 1,000 feet
according to...for coalbed methane, which is what we'’re

t al ki ng about here.

BENNY WAMPLER: For coalbed methane. That’s the

di fference where you may be getting sone confusi on going.
ANDY DYE: Ri ght.
BENNY WAMPLER: And that what they’re doing...since

they drilled the wells, this Board has said we need a nore
uni formed system of allocating royalty to nmake sure that
everybody within this field gets their fair share, and the
Board adopted the Mddle Ridge Field Rules, which laid out a
grid, so that instead of having these circles all over, the
grid covered the entire area, set up the drilling units.

And what they’re saying is that they’re coming back now to
pool under that grid so that everybody wthin the square

where that well is located will receive royalty and where you
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woul d have not received royalty under statew de spacing.
Once they put this pooling application in place, it would
extend out beyond the 500 foot to pick your interest up so
that you would get paid royalty off of it.

Then the question that the Chairman had was how do
you deal with the escrow for the production fromthe tine the
well was originally drilled up until now. \Wether or not...I
assunme they paid all the royalties out to people within the

500 feet during that period.

MARK SWARTZ: It was...they were voluntary units.
So, we paid the noney. | nean---.

LESLIE K. ARRINGTON: And at the tine...we nay
actually have this one in suspense, but w thout making a

phone call, I can’t answer that.

ANDY DYE: Well, we have no problemw th that. |
don’t think anybody does. But the problem we have is back to
this leasing it. I’m misunderstanding it, I guess. If I am,
I’d sure appreciate it if you could straighten me out on it.

This is for ten years. Al right. Now, they don’t have any
wells on it right now, but next year if they decide to put a
well on it, if they lease it, why can’t they? I mean, what
would be the reason they couldn’t?

SANDRA RIGGS: Well, if you sign a | ease giving them
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the right---.
ANDY DYE: Ri ght.
SANDRA RIGGS: ---they coul d.

ANDY DYE: Well, that’s what they’re here today to
get .

SANDRA RI GGS: No. They won’t get that lease.

BENNY WAMPLER: No.

SANDRA RI GGS: What they’11 get is what---.

TIVIS BROM: No, they’re here to pool off of them

over two wells today.

SANDRA RI GGS: They can negotiate with you for

what ever terns the two of you reach. The Board is not bound
by the offer they make to you. What the Board will give them
is only what the law allows. It wll not give themthat

| ease.

TIVIS BROMWN: They have not made us no offer and |

woul d i ke to show the Board the difference in the two
headi ngs with the property owner and what they have fil ed
over at the Gas and 0il and Energy place. I can’t see why
that they would try to hide the pipes to the Litton pl ace
which is adjacent to ny 22 acres and ny three acres and our
35 acres which we own the coal, gas, oil and all the mnera

rights. I just can’t see into that. Sir, I'm sorry about
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your water.

BENNY WAMPLER: That’s all right.

TIVIS BROMWN: |If you’ll look and go through this,

you’ll find where they mentioned a 1,000 acres from the
Litton tract and on our one that they sent us, they don’t
menti on nothing of that nature.

BENNY WAMPLER: This is on AW 116, for the record.

TIVIS BROAN: Yes, sir.

BENNY WAMPLER: A notice for application for permt.

TIVIS BROM: If you’ll put them back together for

me when you get through

BENNY WAMPLER Ckay. Al right.

TIVIS BROM: I’d like them back when the Board gets

t hrough | ooking at them if that be okay. |If you’d like to
make a copy of them that woul d be okay.

BENNY WAMPLER: We’11 give them back to you. I'm

just trying to---.
ANDY DYE: What’s the difference in the depth of the
well? 1|s one coal a shallow well and one a---?

SANDRA RIGGS: No. One---.

MAX LEWS: A conventional well---.

SANDRA RI GGS: These wells will produce off of the

coal, which is the coal bed nethane gas. So, the depth is
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governed by the depth of the coal and how far they have to go
down to reach the coal seams that they’re going to frac and
produce off of. Now, if you were produci ng conventional gas,
the wells would be below the coal, which would be a deeper
wel | .

ANDY DYE: That’s what I wanted to know.

SANDRA RI GGS: The conventional gas. This is a

coalbed methane where it’s the gas that cones off the coal
seams that they’re producing.

ANDY DYE: Thank you.

(Board nenbers confer anong thensel ves.)

BENNY WAMPLER: Les, could you---?

LESLI E K. ARRI NGTON: AW 116, not havi ng the pooling

application with ne, | can look at the plat and probably give
you the answer. But not having the well permt, both of
those wells were on the Litton tract and | ooking at the
plat...if you’ll look at plat for AW-116, Tract #1, that is
the Litton tract. You’ll probably notice on that plat,
you’ll see a property line running basically North to South
and then it turns kind of Southeasterly, that is the Litton
tract, the boundary.

BENNY WAMPLER: And what’s that tract number?

LESLIE K. ARRINGION: Oh, it’s Tract #1.
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BENNY WAMPLER: Un- huh.

LESLIE K ARRINGTON: It will be Tract #1 and |

believe Tract #2, also. It did have sone surface out sales
in it. I believe that’s...you know, again not having that
with ne. | know Tract #1 is the Litton tract.

BENNY WAMPLER: Ckay. And his question was in the

material that he had, why wasn’t the Litton tract
identified---?

MARK SWARTZ: I n the poolings.

BENNY WAMPLER: ---in the pooling?

LESLIE K ARRINGTON: In the pooling. Wll, the

tract doesn’t have to be.

BENNY WAMPLER: Well, I mean, I’'m getting you to

answer his question.

LESLI E K. ARRINGTON: Ckay. The Litton tract is a

Buckhorn Coal Conpany tract and | think | had it identified
in the permt application as either Buckhorn/Litton tract,
1000 acre tract, | believe is howit is.

BENNY WAMPLER: Do you understand this?

TIVIS BROMN: On one side of that...there’s a road

that goes up through the mddle of that, a strip road, called
the Litton road. | own one side of it and Buckhorn Coa

Company owns the other side. I feel...I don’t feel right by
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not being notified of where those wells were |ocated. See,
they’re right adjacent to my property.

LESLI E K. ARRINGION: I think on the...what he’s

mentioning there, | believe that road---.

TIVIS BROMW: It calls for it in ny deed.

LESLI E K. ARRI NGTON: Well, again, I don’t have the

permt information here. I’m doing this from recollection.

| believe the well access road was on the Western side of the

property line. I’'m pretty sure that’s how that happened.

TIVIS BROAN: | believe it is. It runs---.

LESLI E K. ARRI NGTON: Yes, sir.

TIVIS BROMW: It runs this way. M/ property is over

on this side.

LESLI E K. ARRI NGTON: Yes, sir.

TIVIS BROM: And the company’s is over on this

si de.

LESLI E K. ARRI NGTON: That’s correct. And it was on

the Litton tract and that’s the reason you did not receive
notice for it.

TIVIS BROAWW. And | would like to say this before

t he Board, before you consider pooling, | think the conpany
needs to talk to the Dye heirship. They’ve not properly

talked to us. They’ve not properly identified things. But
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I'11 agree they have, just in the last nonth, nmade a half
decent attenpt to get in touch with all of the owners of the
heirs of this property. | think they need to talk to these
peopl e i nstead of having things pooled and see. W own the
coal. We own the minerals. We don’t want to tear our |and
up. We want...we’d like to sell them the coal, mineral, gas
and all.

BENNY WAMPLER: Well, of course, you know, you’re

tal ki ng about private negotiations there versus what the
Board can do.

TIVIS BROM: Well, they’ve got two discontinuances

here. They had it put off two tinmes. Could we have a slight
recess and we talk...these are all heirs of the Dye | and over
here or at least part of them. They’d fill the room if the
rest of themwas here, which they m ght be the next tine.
don’t know if there will ever be a next time. But | think
there needs to be sone nore tal k between the gas partnerships
and Consol and the heirs of this land which we’ve owned for
over a 100 years and paid the taxes on.

MARK SWARTZ: | just would make a...l don’t have a

problemwi th that. But | would make an observation so that
the cards are on that table. If there is not an interna

suspense, and I don’t see as a lawyer any reason why there
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shoul d be, the noney is going to continue to be paid on a
voluntary unit basis as opposed to under the M ddl e Ri dge

Rul es and you're actually |l osing potential revenue by
delaying. So, I just...you know, whatever. You know, it’s
not...we’re not in a situation here where we can’t produce
these wells because they’re already in production. They’re
under statewide spacing. So, we don’t...I mean, I don’t
think Les and I, if I can step in, but we don’t have an
objection to nore tinme. But | just want people in this room
to understand that it’s a statewide unit and different peopl e
are being paid than will be paid if this application is
inproved. It will be nore inclusive, and, you know, you need
to know that before you say put it off again, and
that’s...but I don’t have an objection and I don’t think Les
does either.

TIVIS BROMWN: Well, | said that for one reason,

those wells were already in production and we’ve not been
notified by Gas Partnership.

MARK SWARTZ: Right, and we’ve been through that.

SANDRA Rl GGS: And that’s because under statewide

spacing, they only had to notify people with a 500 foot
radius of the well and that’s the only ones receiving

paynment. Under this application, that unit is expanded out
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to the Mddle Ridge unit, which brings you in. So, you
started getting money off of that well even though it’s not

| ocated on your surface estate and you’re not within the 500
foot circle. So, you’re going to get a benefit from this
application that you didn’t have under the voluntary unit.
That is, now, you wll get royalty. Under the old rules, you
woul d not have gotten anything, including notice.

TIVIS BROMN: I don’t have no problem with what

you’re saying. But I'm saying we have been improperly
informed at the wong tinme. W should have been i nforned
that those wells were there to start with if they was goi ng
to bring us and trying to pool the mneral resources off of
our property. I don’t think that’s right if we’re not told
i n advance.

BENNY WAMPLER: Wel |, at the tine that they did

it...I'm not trying to defend them, but at the time that they
didit, the Mddle R dge Rul es had not been approved by this
Board. W did...we set up the rules to protect the
correlative rights of the individuals, which actually, as M.
Riggs said, expanded out beyond what’s in the statewide
spaci ng under the law. So, you know, the Board was trying to
reach out and protect fromthat standpoint. | guess, the

real question goes to M. Swartz, back to you, about fromthe
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point intime the Mddle R dge Rules cane into effect, how
far back does this order reach? Does it reach back to it
went into effect or the day you pool...you know, when you
pool thenf

MARK SWARTZ: Well, unless we’ve had an internal

suspense, I don’t think the people we’ve been paying are
going to be real happy if we say we’re coming to you for your
nmoney back. You know, I mean, if we’ve got that money
suspended, we’ll deal with it appropriately. But if we’ve
given it to the people that were in the voluntary unit, you
know, and paid it properly...and Les is telling us he does
not know today whether or not we’ve got a suspense for any
peri od.

LESLI E K. ARRI NGTON: No, I don’t have it with me.

BENNY WAMPLER: Well, don’t take this wrong, but I

don’t think that’s our problem, that part.

MARK SWARTZ: But you’re asking me make a commitment

as to noney, and it nmay not be your problem that | am not
prepared to tell you that we’re going to get money back from
people we’ve paid.

BENNY WAMPLER: I’'m not suggesting that.

TIVIS BROMWN: Sir, | have another question to ask

you. Wiy do they want to bring the nethane coal off of our
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gas when they...off of our coal when they don’t have it
| eased?

BENNY WAMPLER. Wel |, the law allows themto pool

that. I mean, that’s things that you’ll have to get changed
in the | aw.

SANDRA RI GGS: Under the law, they...in this

proceeding, in order to get a pooling, because they don’t
know who owns coalbed methane. In Virginia that’s a
unr esol ved questi on.

TIVIS BROMWN: Wl ---.

SANDRA RIGGS: It either belongs to the coal owner

or it belongs to the gas and oil owner. So, under this
process, you nanme both and those are conflicting clains
to...now, in your case, you own fee, right?

TIVIS BROMN: Yeah.

SANDRA RI GGS: You don’t have a conflicting claim

because your gas hasn’t been split away from your coal.
Therefore, there wouldn’t be an escrow of your money per Se.
You would get paid. You would inmediately start receiving
your royalty once the pooling occurs.
But if...say, your gas had been severed fromthe
coal and one person owned the gas and anot her person owned

the coal, then under this process, you would pool both and
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that noney would go into escrow until such tinme as it was
deci de who owns the coal bed net hane gas, the coal owner or
the gas and oil owner. Do you see what I'm saying? That’s
what the lawis all about, is providing a resolution of that
until such time as that issue is resolved to allow production
to occur, the royalty to be preserved and put into escrow,
and then the gas owner and the coal owner have to resolve
between themselves how they’re going to divide those

royal ties.

But with respect to your estate, you own in fee
simple. You have both the coal and the gas. So, there’s no
conflicting claim Therefore, there would be no need for
escrow in your situation. You would receive your royalty.

ANDY DYE: Let nme ask you a question. Wth where we
own the coal, land, and all the mneral rights, they will not
be allowed to put a gas well on our property?

SANDRA Rl GGS: That’s a whole different issue of

surface rights now. And the Board’s position is that in
pooling does not grant surface rights. It does not grant a
right to come up on the surface to conduct...they woul d have
to cone to you and seek in one of two different ways. |If you
had | eased out previously your coal or your gas to them

generally that | ease |like you have right there would give
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them that right. But the pooling order...it’s the position
of the Board that the pooling order does not grant surface
rights.

ANDY DYE: Ckay. | know this is not pertaining to
what we’re here today, but we don’t get a chance to talk to
people |ike you too often. So, I'd like to ask you another
question. If you can’t answer it, that’s fine. If we don’t
sign this |lease, can they...do they still...wll they still
have the right to that...to | ease that land? Do they have to
have so many---?

SANDRA RI GGS: Well, what they’re seeking from the

Board today is a pooling of the coal bed nethane gas of all of
the owners within that square drilling unit to produce that
gas of the existing well that’s already there and to pay out
a royalty to the people within that unit.

ANDY DYE: I understand that, and we’re satisfied
with that. Well, getting back to it again, this may not be a
part of what we’re having here today. What I'm saying is,

this lease they want if we don’t sign it, they don’t get it,

right.

SANDRA RIGGS: Wl l, no. Under the statute, if the
Board approves their application, you will receive a Board
order and it will give you one of three options.
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You can either lease under the Board’s terms, not
under that |ease, but under the terns set forth in the Board
order, in which event you will be a |leased party. |If you do
nothing, you’re still deemed to be a leased party. Okay.

You can elect to be a carried operator entitled to part of
the seven-eighth working interest, but there’s a penalty
associated wth that. They have to recover their cost tines
a factor and then at that point, you start receiving your
wor ki ng i nterest paynent; or you can put up your share of the
cost of the well and be their partner.

So, you get three options under the statute and
those will be spelled out in the order and then you have a
thirty day period of tinme within which to choose whi ch of
t hose options you wi sh. And dependi ng on what your choice
is, then that dictates what you’re entitled to receive in
ternms of conpensation

ANDY DYE: Well, that gets right back to what I said
in the beginning. It doesn't seemfair till you own this
| and, then people be able to cone in on it and do what they
want to do without you really wanting themto do it.

TI VIS BROMN: Since we own it all.

SANDRA RIGGS: Well, not cone on it, but produce

gas fromunder it is what we're saying, right, to produce the
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gas?

ANDY DYE: Producing the gas, we have no probl em
with it, but what about if the coal is going to cone back and
what if we want to | ease our coal out to sonebody or
sonet hi ng, you know, with these gas wells.

SANDRA Rl GGS: You're free to do that. You're free

to do that.
ANDY DYE: If they lease it?
SANDRA RI GGS: They're not |easing your coal. It

only deals with the gas com ng off of the coal, the
production of the gas.

ANDY DYE: No reflection to these guys, but |'ve
had a little bit of dealing with coal conpanies.

SANDRA RIGGS: This is not...this proceedi ng today

deals with only one mneral, and that's coal bed net hane gas.
ANDY DYE: | understand that.

SANDRA RIGGS: It does not affect your conventi onal

gas rights, nor oil rights, nor would it affect your coa
rights.

ANDY DYE: | understand that, ma'am conpletely, but
| live in...the area | live in is not very far at all from
Buchanan County where they...and you see these guys that own

this land and they don't want their |land tore up, but these
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peopl e conme in and they send their brush cutting crewin
today and the farner stops them Then the next day, they got
a court injunction against himand he's got to set on the
porch and |l et them go and do whatever they want to do. That
woul d be the sane case that woul d happen to our | and.

SANDRA RIGGS:  Well, your issue now is surface

rights, which is a different issue.
ANDY DYE: But it'll come to this.
MARK SWARTZ: You own fee.

TIVIS BROMW:. The law thing itself is they' ve never

asked us to | ease the coal. W own the coal

SANDRA RI GGS: Well, because they're interested in

pr oduci ng gas.

TIVIS BROAWN. But they want the nethane off of it.

SANDRA RIGGS: R ght. That's correct. The

application they---.

TIVIS BROMWN:. They've let Virginia Pocahontas One

M ne was com ng towards our property, yet they've not asked
us to | ease the coal

SANDRA RIGGS: Well, if they want your coal,

they'll have to deal with you when they get to you because
that's the only way they can get it.

TIVIS BROAW. But if they punp our nethane gas and
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took it fromanother direction, that was our mneral, too,
part of our property is gone.

SANDRA RIGGS: Well, and that's the royalty or

wor ki ng interest we're tal king about here is the---.

TIVIS BROAWN. W'd like to sell it all in a lunp

sum

SANDRA RIGGS: Well, this Board doesn't have

jurisdiction---.

BENNY WAMPLER. We don't have jurisdiction.

SANDRA RI GGS: ---over the coal or the---.

TIVIS BROAWN. Well, that's what |'mfeeling the

Board about. | think that gas partnershi p and Consol needs
to talk to the heirs of this property.

MARK SWARTZ: W've done a lot of it. W have

|leases. We're willing to continue to talk. W wll talk
after this pooling hearing. Nothing that happens today is
going to cause us to stop talking. You know, if you nake an
offer that we feel is attractive to sell any interest, you
know, we'll entertain it. |If you want to go back to the
drawi ng board on | eases, we'll continue to talk about that.

| mean, nothing that happens today is going to cause us to
say we don't want to talk to you. Now, we nay not be able to

agree on terns because you may want nore noney than we're
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willing to pay, or we may be willing to pay |ess than you
want, but we will continue to talk. You' ve got | eases.
You' ve got an offer from us.

TI VIS BROMN: M. Swartz, this is between ne and

you. They asked ne to...for a lease on this property. |'m
spokesman, nme and ny cousin, for the heirs on this property.

MARK SWARTZ:  Uh- huh.

TIVIS BROMWN: We're not | awers. W have been

offered a | ease. They wanted a | ease. W' ve told themwe

didn't want to |l ease. They've not talked to us for two

weeks.

MARK SWARTZ: | guess they believed you.

TIVIS BROAWN:. Well, if they don't want to buy, the
gas is ours and the coal is ours. If we don't...if they

don't want to buy, what's---.

BENNY WAMPLER:  Let ne---.

TIVIS BROAWN:. They're wanting to get---.

BENNY WAMPLER° M. Brown, let ne tell you, the

Board can't force themto sell...I nmean, force themto buy
you...your coal and gas. W have to go by what...we have the
authority that was granted to us under the | aw and

regul ations, and that's the extent of our jurisdiction.

TIVIS BROAWN:. | wish | had enough education to know
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all the laws and everything, and for |and, what pertains to
energy and coal, but I don't. I'mnot no |lawer. | do want
to see our heirs to get their proper share of the property
that nmy grandnot her has owned from 1909. M grandf at her
owned his from 1912.

BENNY WAMPLER: Wel |, under the | aw and

regul ations, the application protects your interest to the
extent of the |aw and regul ati ons all owed today, absent a
private negotiation between you and the conpany.

TIVIS BROAW:. |'mjust saying that they don't need

but one thing, tying it up for a ten year |ease, which woul d
be $1200 bucks, providing themto conme in there there---.
ANDY DYE: 70 heirs.

TIVIS BROAWN:. 70 heirs, which is practically

not hi ng, wouldn't no nore than pay ne for nmailing out a
post age st anp.

SANDRA RIGGS: Well, that's...again, you're

separating out the significant noney that would cone in the
royalties, not in that bonus paynent. The ongoing royalties
of f of the production, one-eighth of production, which would
al so cone to you. It's not just that up front paynent, it's
al so the ongoing royalty that you'll be entitled to. You go

to look at both of those figures to figure out your
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conpensati on.

TIVIS BROAWN:. Well, we understand that the gas down

bel ow this nethane, they'd have to pay us separate for that.
They al so have to pay us for this nmethane gas that they're
wanting to put in.

SANDRA RI GGS:  Right.

TIVIS BROMWN: We want to sell the coal.

BENNY WAMPLER:  We can't---.

SANDRA RIGGS: That's a separate issue.

BENNY WAMPLER: | understand that real clear, but

we can't help you.

TIVIS BROAN: That don't concern us. Well, I'm

goi ng to shut up.

BENNY WAMPLER: That's fine, | nean, but we do

under st and where you're comng fromand we w sh you the best.

TIVIS BROAWN. Well, that is bad, though, sonebody

wanting to pay for the gas off of your coal that you own. |
think that is really bad. You know, I mght visit the
Capital and the General Assenbly this fall. There's always
changes to be nade.

BENNY WAMPLER:  Yeah, they've nodified the law a

couple of tinmes since 1990 when the Act was changed then for

this protection. Anything further, nenbers of the Board?
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You gentl enen have anything further?

there a notion?

CLYDE KING Under the rules we abide by, | nove
t hat we approve.

BENNY WAMPLER: | have a notion to approve. |Is
there a second?

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further
di scussi on?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, say yes.

(Menmbers signify yes except Max Lew s.)

BENNY WAMPLER.  Opposed, say no.

(Max Lewi s indicates no.)

BENNY WAMPLER. W have one no. You have approval.
Thank you.

TIVIS BROAW. Mt hane off our place is pooled,
right?

BENNY WAMPLER: | ' m sorry.

TIVIS BROMN: The Board deci ded that the nethane
of f our place woul d be pool ed?

ANDY DYE: No.
BENNY WAMPLER:  You have anything further? |Is
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BENNY WAMPLER:  You' Il get a copy of the Board

order that was a vote today for the pooling was approved and
you'll have the three options that Ms. Riggs discussed for
t hat .

CLYDE KING You need to get you an attorney and

deci de how you want to---.

TIVIS BROMNN: We have to do that within 15 days if

we so deci de?

SANDRA RIGGS: It's 30 days fromthe date of

recording of the order. So it'll take probably a couple or
three weeks for the order to go out, then it gets recorded in
the property records in the county where the well is | ocated.
Then a copy gets nailed to you. Then you get 30 days from
that date to make your el ection.

BENNY WAMPLER:  You' Il actually have two to three

nmont hs.

SANDRA RI GGS: So, you can continue negotiating in

the neantine with these fol ks.

TIVIS BROMW:. | would like to say this before the

Board. | know you're doing your job and it's none of ny
busi ness and first one thing and another, but |I feel awf ul
sorry for the statute in the State of Virginia wuld allow

sonebody to take sonething off of your land that you own and

135



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

you pay taxes on it, that they do not own. That is bad, rea
bad.
BENNY WAMPLER:  We're not going to tell you it's

none of your business. | think it is.

TIVIS BROMWN: | appreciate that. Sonetines ny

voice mght be alittle loud and it mght sound like I'"'ma
little bit irritable, but 1'"'mnot. | speak |oud because that
|'ve got a hearing problem

BENNY WAMPLER. W understand that. W w sh you

the best. | hope your negotiations are successful.

TIVIS BROAWN:. Thank you.

BENNY WAMPLER. The next itemon the agenda is a

petition from Buchanan Production Conpany for pooling of

coal bed nethane unit identified as J-38. This is docket
nunmber VGOB-01-05/15-0890, and we'd ask the parties that w sh
to address the Board in this matter to conme forward at this
time.

MARK SWARTZ: Mark Swartz on behal f of Buchanan

Production Conpany, and | would also like to...l would like
to ask to continue this and al so ask to continue the next
itemwhich is J-39. M client is...in fact, today | think,
continuing discussions with Virginia Gas with regard to

trying to work out sone kind of accomodation here simlar
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to, you know,

and we'd like an additional nonth to pursue those

negotiations to see if we can resolve our differences with

regard to their participation claim So, 1'd like a

conti nuance, if | could, on 10 and 11.

BENNY WAMPLER: | s there anyone---?

BOB W LSON: M. Chai rman---.

BENNY WAMPLER: Excuse ne.

BOB WLSON: ---1 have had contact fromVirginia

Gas Conmpany and fromthe attorney that represents their

interest and they have al so requested a continuance in these

items to facilitate the further negoti ati ons.

Jul y.

BENNY WAMPLER:  Any objection to a conti nuance?

CLYDE KING That's 10 and 117

BENNY WAMPLER: Yes, sir.

(No audi bl e response.)

BENNY WAMPLER: Those nmatters are conti nued until

MARK SWARTZ: Thank you all, appreciate it.

BENNY WAMPLER: The next itemon the agenda is a

petition from Col unbi a Natural Resources for pooling of

conventional well unit identified as 24340. This is docket

nunber VGOB- 01- 06/ 19-0897.

137

the arrangenent that we reached wth Equitable,

We'd ask the parties that wish to



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

address the Board in this matter to conme forward at this
time. That's nunber 13 on your |ist.

MASON BRENT: M. Chairman, | recuse nyself.

BENNY WAMPLER: So not ed.

JIMKISER M. Chairman, nenbers of the Board, Jim
Ki ser on behal f of Colunbia Natural Resources. M/ wtnesses
inthis matter wwll be Ms. Mary Ann Fox and M. Jason
Bl akenmore. |1'd ask that they both be sworn at this tine.
(Wtnesses are duly sworn.)

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.
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MARY ANN FOX

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Ms. Fox, would you state your nanme for the
Board, who you're enployed by and in what capacity?

A My nane is Mary Ann Fox. |'m enployed by
Col unbi a Natural Resources, nmanager of their |and departnent.

JIMKISER |'mgoing to pass out a revised Exhibit

Q Do your responsibilities include the |and
i nvol ved here and the surroundi ng area?
A Yes.
MASON BRENT: And the revision to Exhibit B when it

was submtted with the application, there's three tracts in
the unit, two Big Sandy Coal Corp tracts and then a very
smal |l Bull Creek Coal Conpany tract in the area...in the
original Exhibit B. Both tracts one and two, since they're
both Big Sandy Coal tracts, were conbi ned where they needed
to be separated out to be in congruents with the plat.

Q Are you famliar with our application

seeking an establishnent of a drilling order...of a drilling
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unit and a pooling order for C & R well nunber 24340, which
was dated May 18th, 20017
A Yes.

BENNY WAMPLER: Did you have them sworn in?

JIM KI SER.  Yes.

Q Does C and Rown drilling rights in the unit
i nvol ved here?

A Yes.

Q Now, actually in this particular unit, both
of the Big Sandy Coal Corp tracts are under one |ease, and
the Bull Creek Coal Conpany tract is also under a voluntary
| ease; and...but that particular |ease did not contain a
pooling clause, is that correct?

A That's correct.

Q Ckay. Now, prior to filing this
application, did we approach the appropriate personnel at
Bull Creek Coal Conpany in an attenpt to get a nodification
of that |ease to include a pooling provision so that we

woul dn't have to cone before the Board and do this today?

A Yes, we did.
Q And is it also true that if we...at ny
suggestion, | suggested to sone of your fol ks that we nove

the well to the Northeast to elimnate that tract fromthe
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unit since they wouldn't nodify their |ease, and in doing so,
we woul d have taken in sonme additional tracts to the

Nort heast, who we attenpted to | ease, who wouldn't | ease, and
we woul d have ended up pooling nore parties than we are here?

A Yes, many nore parties.

Q Ckay. Now, are the address as set out in
Exhibit B of the application the |ast known addresses for the
respondent s?

A Yes.

Q And are you requesting this Board to force
pool the interest on tract three listed in Exhibit B, that
being the Bull Creek Coal Conpany .43 acres, or one-percent
of the unit that is included in the | ease that doesn't
contain a pooling provision?

A Yes.

Q Al right. Now, based on that, and based on
the fact that we would be pooling that, should they be
provided the follow ng options with respect to their interest
within the unit: One, participation; twd, a cash bonus of
five dollars per net mneral acre, plus a one-eighth of
eight-eighths royalty; three, in lieu of the cash bonus and
one-ei ghth of eight-eighths royalty, a share in the operation

of the well on a carried basis as a carried operator under
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the follow ng conditions: That the carried operator shall be
entitled to the share of production fromthe tracts pool ed
accruing to its interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents

t hereof or agreenents relating thereto of such tracts, but
only after the proceeds allocable to the share equal 300% of
the share of such cost applicable to the interest of a
carried operator of a leased tract or portion thereof; or B
200% of the share of such cost applicable to the interest of
the carried operator of an unleased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
the election by the respondent be in witing and sent to the
applicant at Col unbia Natural Resources, Inc., 900
Pennsyl vani a Avenue, P. O Box 6070, Charl eston, West
Virginia 25302, attention Mary Ann Fox, Regul atory?

A Yes.

Q Should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q W don't have any escrow. Wo should be

named the operator under any force pooling order?
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A. Col unbi a Natural Resources.
JIMKISER Nothing further of this witness at this
tinme, M. Chairnan.

BENNY WAMPLER: Can you tell us where this well is

| ocat ed?

JIMKISER It's |located on the Big Sandy Coal
Cor poration, 190.580 acres coal, oil and gas tract,
approximately 3.4 mles north of Harman Junction, on drainage
of Mles Branch, a tributary of the Levisa Fork of the Big
Sandy, Rock Lick District, Harman Quadrangl e, Buchanan
County.

BENNY WAMPLER:  Thank you. You may continue. Any

questions of this wtness?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

JASON BLAKEMORE

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Bl akenore, if you'd state your nane for

t he Board, who you're enployed by and in what capacity?
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A Jason Bl akenore, enployed with Col unbi a
Nat ural Resources. |'man associ ate prospect engineer.

Q And you' ve previously testified before the
Virginia Gas and G| Board?

A Yes.

Q And your responsibilities include the |and
i nvol ved here and the surroundi ng area?

A Yes.

Q Are you famliar wth the proposed plan of

expl oration and devel opnent for this unit?

A Yes.

Q What is the total depth of the proposed
wel | ?

A 5220 feet.

Q WIIl this be sufficient to penetrate and

test the common sources of supply in the subject formations?

A Yes.

Q And is Col unbia Natural Resources requesting
the force pooling of conventional gas reserves, not only to
i nclude the designated formations, but any other fornations
excl udi ng coal formations---?

A Yes.

Q ---which may be between those formations
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designated fromthe surface to the total depth drilled?
Yes.
What are the estimated reserves for this
unit?

A 410, 000, 000 cubic feet.

Q Are you famliar with the AFE that was
submtted as Exhibit Cto this application?

A Yes.

Q And has this AFE been prepared by an
engi neeri ng departnent know edgeable in the preparation of
AFEs and know edgeable in regard to well cost in this area?

A Yes.

Q I n your professional opinion, does the AFE
represent a reasonable estimate of well cost under the plan
of devel opnent ?

A Yes.

Q Wul d you state for the Board what both the
dry hole cost and conpleted well cost of 24340 woul d be?

A Dry hole cost would be $177, 648, and
conpl eted well cost would be $306, 573.

Q And do these costs anticipate a nultiple
conpl eti on?

A. Yes.
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Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, prevention of waste and protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER. M. Bl akenore, you said that the

total depth was 5220. Has it been drilled or is that your
estimate?

A That's the estimate of the...it says 5120 on
the AFE. They add a 100 feet...the drilling engineer adds a
100 feet to nake sure all the zones are penetrated.

BENNY WAMPLER: Ckay. Thank you. O her questions

of this w tness?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMK SER M. Chairman, we'd ask that the
application be approved as submtted.

BENNY WAMPLER: Is there a notion?
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CLYDE KING So nobved.

BENNY WAMPLER: W have a notion to approve. |Is

there a second?

MAX LEWS: 1|Is this the only map that you have of
this |l ocation here? Do you have another map? Could | see
t hat ?

(Max Lewi s reviews map.)

BENNY WAMPLER: Al ways have hima map. He wants to

know where that is.
MAX LEWS: | want to know where it's at.
JIMKISER Do you know where Harman Junction is?
MAX LEWS: Yeah, | know. Honey, | knowit all. |
know where everything in the county is.
JIMKISER | renew ny request that the application
be approved as submtted.

BENNY WAMPLER. | have a notion for approval. |Is

there a second?
MAX LEW S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al nmenbers signify yes.)
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BENNY WAMPLER.  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

JIM KI SER Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition fromPenn Virginia G| and Gas Conpany for pooling
of conventional well unit identified as Fletcher #1, HV. This
i s docket nunber VGOB-01-06/19-0898. W'd ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

JIMKISER M. Chairman, nenbers of the Board, Jim
Ki ser on behalf of Penn Virginia Gl and Gas Conpany. CQur
witnesses in this matter, at least on a prelimnary basis
will be M. Wayne Maness and M. Dick Waddell. Wile I ask
that they be sworn and then if M. Lew s needs to ask sone
questions, we'll have himsworn. W have himhere, also. In
the neantinme, |I'mgoing to pass out a revised Exhibit B which
reflects additional |eases that were picked up since the tine
of the application.

BENNY WAMPLER: | f you woul d, swear the w tnesses.

(Wtnesses are duly sworn.)

JI' M Kl SER: Qur first witness will be M. Mness.
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WAYNE MANESS

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Mness, if you would state your nane for
t he Board, who you're enpl oyed by and in what capacity?

A Wayne Maness. |'ma contract |and man for
Penn Virginia Ol and Gas Conpany.

MR KISER At this time, M. Chairman, |1'd like to
submt a copy of M. Maness's resunme. He has not previously
testified before the Board, at |east not in recent past.

Q Wayne, at this time, if you would go through
your experience in the oil and gas industry, particularly in
the area of oil and gas |ease acquisition and | and matters.

A In 1979, | started working in the oil and
gas industry extensive areas of Virginia, Tennessee,

Kentucky, West Virginia, nostly the Eastern overthrust.
Recently the areas where this particular well is proposed,
| easing the interest in this particular well unit.

Q And your experience overall these years
i ncluded both oil and gas | ease acquisition, pipeline right-

of -way acquisition, dealing with establishnment of drill site
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| ocations, negotiating surface damages wth | and owners, al
t hose things?

A Yes.

JIMKISER M. Chairman, |I'd ask that M. Maness
be considered an expert witness in the matter of |and matters
and | ease acqui sition.

BENNY WAMPLER:  You may conti nue.

Q Now, are you famliar with Penn Virginia Q|
and Gas Conpany's application for establishnment of a drilling
unit and the seeking of a pooling order for Penn Virginia
Fl etcher #1 HV which was dated May the 18th, 20017

A Yes, | am

Q And does Penn Virginia own drilling rights
in the unit involved here?

A Yes.

Q Prior to filing the application, were
efforts made to contact each of the respondents listed in
Exhibit B or revised Exhibit B and an attenpt nmade to work
out an agreenent regarding the devel opnent of the unit?

A Yes, direct and indirectly, there was sone
of the owners who | dealt through their attorney. There's
two life tenants in this situation. W were taking oil and

gas |l ease...requesting oil and gas |lease froma life tenant,
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with ratifications fromtheir renmai ndernents.
Q At the tinme that the application was filed,
what was the interest in the unit that was under |ease to

Penn Virginia?

A 65. 92%
Q Okay. Are you famliar with ownership of
drilling rights of parties other than Penn Virginia

underlying this unit?

A Yes.

Q And the unl eased percentage at the tine of
the filing of the application?

A Was 34. 08.

Q Now subsequent to the filing of the
application and as represented on revised Exhibit B, you
continued to reach a voluntary agreenent, or obtain a
voluntary oil and gas | ease, with the unl eased respondents
listed in Exhibit Bto the application. |s that correct?

A Yes.

Q And as a result of those efforts, you have
acquired sone additional new | eases that are listed on
revised Exhibit B now as | eased parties; and as such, would
you pl ease point those out to the Board?

A It would be, | guess, tract two.
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Q Yeah, do it on a tract by tract basis?

A Tract two would be the Charlotte Miuser and
Ni ck, her husband. That was a ratification. Tract three,
Bar bara Loui se Leonard was al so | eased. Tracts...tract 14

was | eased.

Q Barbara Lo...let nme stop you. Barbara
Loui se Leonard is also on tract five. Is that correct?
A. Yes. Tract 14 was | eased after the notice,

and 100% of tract 21.

Q Ckay. So, now at the tinme of the hearing,
what is the percentage that's | eased and what percentage
remai ns unl eased?

A |"'msorry. | don't have those revised
figures in front of ne. The Board has got those.

BENNY WAMPLER:  They're not recal cul at ed.

JIMKISER Wll, suffice it to say we have

additional interests under |ease and this Exhibit wll need
to be revised again. We'll get you arevised...l'l|l have it
faxed to you tonmorrow. | think it represents, what, about an

additional two percent?

BENNY WVAMPLER:  No, it's---.

MAX LEWS: 67%
JIMKISER  67.3%
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A About 68% Yes, sir.

Q | mportant fact that | want...inportant point
that | want to make is that you continued to exercise due
diligence since the tinme of the filing of the application in
an attenpt to reach voluntary agreenents with these unl eased
parties rather than force pooling?

A Yes.

Q We do not have any unknown owners or unknown
...undivided interest or unknown heirs in this unit?

A No, sir.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned

her ei n?

Q Are the addresses set out in the revised
Exhibit B of the application the | ast known addresses for the
respondent s?

A Yes.

Q And you're requesting the Board to force

pool all unleased interest listed in revised Exhibit B?

A Yes.
Q O the revised-revised Exhibit B. Are you
famliar with the fair market value of drilling rights in the
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units and the surroundi ng area?

A Yes, sir.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus for signing and three

dollar a year rentals on a five year contract.

Q And a one-eighth royalty?
A And a one-eighth royalty.
Q Did you gain this famliarity by acquiring

oil and gas | eases and ot her agreenents involving the
transfer of drilling rights in the unit here and in the
surroundi ng area?

A Yes.

Q In your opinion, do the terns you have
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A Yes, sir.

Q As to those parties who remain unl eased, do
you recommend they be allowed the follow ng options with
respect to their ownership interest: One, participation;
two, a cash bonus of five dollars per net mneral acre plus a

one-ei ght of eight-eighths royalty; three, in lieu of a cash
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bonus and one-ei ghth of eight-eighths royalty, a share in the
operation of a well on a carried basis as a carried operator
under the follow ng conditions: Such carried operator shal
be entitled to a share in the production fromthe tracts
pool ed accruing to his interest, exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents

t hereof, or agreenents relating thereto of such tracts, but
only after the proceeds applicable to his share equal 300% of
the share of such costs applicable to the interest of the
carried operator of a |leased tract or portion thereof, or
200% of the share of such cost applicable to the interest of
the carried operator of an unleased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
the el ection by respondents be in witing and sent to the
applicant at Penn Virginia G| and Gas Corporation, P. O Box
387, Duffield, Virginia 24244-0387, attention Ji m Harsh?

A Yes.

Q And should this be the address for all
comuni cations with the applicant concerning a force pooling
order?

Yes, sir.

Q Do you recommend that the order provide that
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if no witten election is properly made by a respondent, then
such respondent shoul d be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d all unl eased respondents be given 30
days fromthe date of the execution of the order to file
their witten elections?

A Yes, sir.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay the
applicant for the respondent's proportionate share of well
cost?

A Yes.

Q Does the applicant expect the party el ecting
to participate to pay in advance that party's share of
conpleted well cost?

A Yes.

Q Shoul d the applicant be allowed 120 days
follow ng the recording of the Board order and thereafter
annual ly on that date until production is achieved to pay or
t ender any cash bonus becom ng due under any force pooling
order?

A Yes.
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Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay the
proportionate cost of well cost satisfactory to the applicant
for paynment of those costs, then their election to
partici pate should be treated as having been w thdrawn and
voi d?

A Yes, sir.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in the
paynment of well costs, any cash sum becom ng payable to such
respondent be paid within 60 days after the |ast date on
whi ch such respondent could have paid or nmade satisfactory
arrangenents for the paynent of those well costs?

A Yes.

Q Ckay. W don't have any unknowns or

unl ocateables in this unit, and we don't have any title

defects. |Is that correct?
A Yes, that's correct.
Q So there's no reason in this particular case

for the Board to establish an escrow account ?
A. No, sir.
JENNI FER SEXTON: May | address the Board at this

time to address that, please? I'm..do | have to go down
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there. Right here, is that all right?

BENNY WAMPLER:  She can't hear you. |'msorry.

COURT REPORTER: | can't hear you.

BENNY WAMPLER.  It's not us. |It's just that she

can't pick you up and we need you to just sit over here, or
stand, whichever you prefer, but we need you near a m ke.
Just state your nanme for the record and then

what ever you have to say.

JENNI FER SEXTON:  |'m Jennifer Sexton. | amin the
nunber two on your Exhibit B, | guess. |'mone of the
parties there. W also are on, | think it's nunber 17 in the
pooling application, |I guess is what you call that. M only

question is that | know the Board does not get into | and

di sputes, but the land...this is the life tenant, is ny

nmot her-in-law at the top, the Helen Lester Sexton. She has a
life estate in the farmand if her deed just says upon her
death, it's divided anong her children. It doesn't list the
children that she had. So when ny husband and I, plus two of
my other sister-in-laws had to get a clear deed to build our
house on our |and, we had to go through the court system and
prove that ny nother-in-law was not physically able to have

children. And we did have to set aside an escrow account for
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an unknown heir. W had to put aside...it was about...it's
on file with...I think it was |ike $650, or sonething like
that, for...in case she...even though she physically wasn't
able to have children, in case she renmarried and had adopted
children, | guess at that point, even though I know she's not
going to have any nore. But, you know, that was only our
concern, is that we understand that they're going to give
them a pooling right, no matter what we say. |'mkind of

li ke the other guy, you know. | have a real problemwth
sonebody telling ne what | have to do with ny | and when I own
it and | have to take that up with ny Congressnman, | guess,
or sonething. So | understand that, but I know you're going
to probably give thema pooling right even though they have
67% and they don't have, you know, the whole 100% But that
was ny only question was that of the one like that. And
there's al so another one like that, which is ny nother-in-

| aw s sister.

VWAYNE MANESS: Nunber tract 16.

JIMKISER  The only one that would affect you
woul d be tract two.

JENNI FER SEXTON: Ri ght.

JIMKISER 17, you're on your own.
JENNI FER SEXTON: R ght .
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WAYNE MANESS: Well, now she's got two interests.

JENNI FER SEXTON:  But ny 17 is the solely owned.

My title insurance is totally---. That's ny only thing, is
that if we had to do that back then, ne and ny sister-in-|aw
did, and sone of the other land is not in the |ease that's on
the other parts of the farmhad to do that, would they not be
entitled to have to do the sanme thing for...and now what they
expl ained to us, our |awer and the judge said that when she
did pass away, we would have to repetition the court in order
to get our escrow noney back. Does that nake sense? | know
you don't get into |and agreenent, and naybe that's not
sonething that you address at this tinme. Mybe it's
sonet hi ng that once you give themthe pooling right, our

| awer has to discuss wth---.

BENNY WAMPLER.  W're going to ask M. Kiser to

address it first.

JIMKISER Well, as a life tenant, she cannot
waste the property, so she's not entitled to any of the
royalty anyway. | guess your question is, do we need to
establish escrow, what do they call it in |law school, a
fertile octogenarian under the...because of the state of the
title, under the fact that she didn't say to all ny children

and then list them She just said to all ny children.
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JENNI FER SEXTON: Well, actually it was deeded from

her father to her, which is the sane way that the other tract
...because it's her sister, is the other tract is the sane
way, not tract 17 but the---.

WAYNE MANESS: Tract 16.

JENNI FER SEXTON:  Yeah.

SANDRA Rl GGS: You have an unknown cl ai mant here.

JENNI FER SEXTON:  And two of the---.

WAYNE MANESS: We don't have any yet.

JENNI FER SEXTON: M question is if | had to do it

and ny sister-in-law had to do it, you know, in order to get
title insurance to get...you know, to build the house with
t he bank, then you had to have set it up.
JIM KI SER You understand, though, if we do---.
JENNI FER SEXTON: | understand that it's going to

cut out a part of our little $50 we're going to get a nonth,
Jim | understand that.

JIMKISER W don't really care. | nean, if you
want to have the Board establish an escrow.

JENNI FER SEXTON: | think they should do that

because legally we all had to do it and it's---.
JIMKISER It doesn't nmatter to the operator as

| ong as everyone understands that all the noney attributable
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to tract two will be escrowed until the tinme that she dies.

SANDRA RIGGS: Well, is it all the noney or is

there a percentage, a 25%of tract two that was allocated to
t he unknown claimant....?

JENNI FER SEXTON: It's just |ike a percentage.

SANDRA RIGGS: ....is what | thought | heard her

say. We don't have a conflicting claimnt here.
JIMKISER W& have an unknown.
SANDRA RI GGS: We have an unknown. So it woul d be

their proportionate share, and if that proportionate share is
established by the Board order, it shouldn't tie up
everything in tract two, only that share of tract two.

BENNY WAMPLER. Did you say it's 25%

JENNI FER SEXTON: | don't know. "Il be honest,
sir. |''mnot sure what the anpbunt was and | don't have a
copy of that court order. It's filed. OQut |awer was Wite,

Elliott, Bundy & McEIroy. So |I'm sure they have a copy of it
on...|l can obtain it and fax it to you.

BENNY WAMPLER:  Let's just nake sure that you

understand that by doing this, that noney that m ght
ot herwi se be paid to you would be, a portion of it, escrowed
rather than comng to you---7?

JENNI FER SEXTON: Right, a portion of it would be.
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BENNY WAMPLER: ---until she was deceased.

JENNI FER SEXTON: We understand it.

BENNY WAMPLER:  Ckay.

JENNI FER SEXTON: And then do we have to do the

same as we would for our |and, petition it again---?

SANDRA RI GGS:  Right.

JENNI FER SEXTON: ---to get it.

JIMKISER You'd have to petition the Board to get
it out.

JENNI FER SEXTON:  Yeah.

BENNY WAMPLER: At that point in tine.

JENNI FER SEXTON: That's fine.

JIMKISER She files an application fee. | nean,
how woul d---7?

JENNI FER SEXTON: That's all right, Jim Don't

worry about it. Let ne just worry about it. You worry about
your little fee over there, okay.
JI M KI SER  \What ever.

JENNI FER SEXTON: You're getting...every tine you

blink, it's $100, |'m sure.
SANDRA RI GGS: Okay. Unknown heir to be escrowed

and percentage to be based on the order that you're going to

supply us, right?
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JENNI FER SEXTON: Right. Wo do | need to send it

to?

SANDRA RIGGS: If you'll just---.

JENNI FER SEXTON: M. W] son.

BENNY WAMPLER: CGet it to that gentleman right
there and we'll take care of it.

JENNI FER SEXTON: (Okay, fine. Thank you.

BENNY WAMPLER:  Thank you

JENNI FER SEXTON: | object to you nmaking ne give it

to themand ny sisters-in-law do too, but they won't cone and
say it, and | know | have to give it to thembut it's sure
not fair either.

BENNY WAMPLER: | f you'll just bring that into the

office, he can nake a copy if that's convenient. | don't
know where you live, but if that's convenient.

JENNI FER SEXTON: Hansonville, the netropolis of

Russel | County.

DI RECT EXAM NATI ON (cont . )

QUESTI ONS BY MR KI SER

Q Ckay. Let's go back and revisit the escrow
account question now based on the testinony that M. Sexton

has presented, we do have a potential unknown claimnt to a
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undi vided interest in tract two within the unit. So would
we...we wll ask that the Board create an escrow account to
handl e that situation until such time that the parties in
tract two cone forward and ask that that noney be

di stri but ed?

A. Yes. W also have tract 16 that's under the

sanme, but no one asked for tract 16.

Q Well, | mean, we've got another life tenant
situation, but do we have---7?

A No one asked.

Q ---an instrunent that says it goes to ny
children, which brings in the---7?

A Sane wording, title is the sane wording.

SANDRA RI GGS: But we don't know whet her there's

been a court action in that particular one where the court
has ordered an allocation to an unknown heir?

JENNI FER SEXTON: M. Fuller. ' m sure not. Has

anyone ever been to court |like we did to set aside noney for
unknown heirs? No. Theirs is total farml and.

Q Then finally, M. Mness, who shoul d be
named the operator under the force pooling order?

A Penn Virginia Ol and Gas Corporation

JIMKISER Nothing further of this witness at this
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time, M. Chairnmn.

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

JI' M Kl SER: Qur next witness will be M. Rick

Waddell. 1'd like to present you a copy of his resune.

Rl CHARD WADDELL

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Waddell, if you' d state for the Board
who you' re enpl oyed by and in what capacity?

A Yes. |I'menployed with Penn Virginia Q|
and Gas, as a senior petrol eum engi neer.

Q Now, you've not testified on any previous

occasi ons bhefore the Gl and Gas Board, and in order to

qualify you as a expert witness in the area of operation and

production, would you briefly go through both your education

and your professional work history?

A Yes, | have a degree, bachelor and naster's
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degree in petroleum engi neering. After spending 20 years
with the Corp of Engineers, U S. Arny, | started in the oi
and gas business. |[|'ve been in this for 21 years, primarily
involved with drilling, conpletion and operational matters,
anywhere from West Texas, Al abama, the |ast seven or eight
years in the Appal achi an basi n.

JIMKISER M. Chairman and Board nenbers, we'd
ask that M. Waddell be accepted as a expert witness in the
area of operations and production.

BENNY WAMPLER:  You may proceed.

Q And your responsibilities do include the
| and i nvol ved here and the surroundi ng area?

A Yes.

Q Are you famliar with the proposed

expl oration and devel opnent of this unit?

A Yes.

Q What is the total depth of the proposed
wel | ?

A 7000 feet.

Q WIIl this be sufficient to penetrate and

test the conmmon sources of supply in the subject formations?
A Yes, it will.

Q And is Penn Virginia requesting the force
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pooling of conventional gas reserves, not only to include the

designated formations, but any other formations excl uding
coal formations which nay be between those fornations

designated fromthe surface to the total depth drilled?

Yes.
Q What are the estimated reserves for this
unit?
A 750, 000, 000 cubic feet.
Q Are you famliar with the well cost of the

proposed well under the plan of devel opnent?

A Yes, | am

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A Yes.

Q Was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well cost in this area?

A Yes, it was.

BENNY WAMPLER:  Qur copy is not signed. Do you

have one? Don't nmean to interrupt you
Q I n your professional opinion, does the AFE
represent a reasonable estimate of the well cost of the

proposed wel | ?

168



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A Yes.

Q Wul d you state for the Board at this tine
what both the dry hole cost and conpleted well cost for the
Fl et cher #1 woul d be?

A Yes. The dry hole cost would be $524, 700,
and conpleted well cost $707, 500.

Q Do these costs anticipate a multiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes, $20, 000.

Q I n your professional opinion, wuld the
granting of this application be in the est interest of
conservation, prevention of waste and protection of
correlative rights?

A. Yes.

JIMKISER Nothing further of this witness at this

time, M. Chairnmn.

BENNY WAMPLER: Questions from nenbers of the Board

of this w tness?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?
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JI' M KI SER: We'd ask that the application be
approved as submitted, with the caveat that we're going to
submt a revised Exhibit B that has the new | eased and
unl eased percentages to you. W'Il get that to you tonorrow
by either Fed-Ex or fax. Then with the...nmake sure that
we're clear wwth the additional change that we will have an
escrow account established to take care of the possible
unknown claimant in tract two.

BENNY WAMPLER: Is there a notion?

MAX LEWS: | nake a notion we approve it.

CLYDE Kl NG Second

BENNY WAMPLER. W have a notion to approve and a

second. |s there any further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

is a petition from Equi table Producti on Conpany for pooling
of coal bed nethane unit identified as V-4482, which is docket

nunmber VGOB-01-06/19-0899. W'd ask the parties that wsh to
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address the Board in this matter to conme forward at this

tine.

Do you all need a break? Anybody need a break?

SANDRA RI GGS: The court reporter needs a break.

BENNY WAMPLER: Do you need a break?

COURT REPORTER: About a m nute.

BENNY WVAMPLER: W' || take it.

(O f record.)

BENNY WAMPLER: The docket has been call ed.

record will

show t here are no ot hers.

JIMKISER This is JimKiser, on behal f of

Equi tabl e Production. Qur witness in this matter wl|l

Hal | .

remnd himthat he's been previously sworn.
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DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, can you state your nane for the
Board, who you’re employed by, and in what capacity?

A My name’s Don Hall. I'm employed by
Equi t abl e Producti on Conpany as District Landman.

Q And you are famliar with the plan invol ved
here and the surroundi ng area?

A Yes.

Q And you've reviewed Equitable’s application
seeking a pooling order for EPC well nunber VC 4482, which
was dated May 18'" of 2001?

A Yes.

Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
of the application?

A Yes.

Q Exhi bit A that was just passed out has got a
revision to it fromthat that was submtted with the
application which corrects the interest owner on tract nunber
10 from Gaynell Hill to Edgar and Sheila HIl?

A The application indicated it was Edgar and
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Sheila. | think the plat that was submtted with it was
erroneous. Edgar and Shelia was notified. | passed out a
new plat there while you were on break. That woul d be tract
nunber 10 on the sheet, the tract information sheet.

Q So the proper ownership information is Edgar
and Shelia, right?

A Right. It was correct in the Exhibit B, but
| just wanted to pass out a plat that reflected that.

Q Ckay.

Q Does the | ocation proposed for this well
fall within the Board’s order for the Nora Coalbed Gas Field?

A Yes.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents in the unit
and an attenpt nmade to work out a voluntary oil and gas
| eases

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A W do.

Q What is the interest of Equitable in the gas
estate within the unit?

A. W have 88. 9% | eased.
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Q And 11.10% remai ns unl eased?
A That is correct.
Q And what is the interest of equitable in the

coal estate?

A 100% | eased.

Q Al'l the unleased parties are set out in
Exhi bit B?

A Yes.

BENNY WAMPLER:  Now in exhibit B...I don't mean to

i nterrupt you.
JIMKISER That's all right.
BENNY WAMPLER:  Under nunber 10, you still 1list

Gaynell Hill there.
JIM KI SER You shoul d have gotten a revised one.

BENNY WAMPLER. Did you say you passed out one?

DON HI LL: | passed out a revised plat.

JIMKISER | mailed a revised Exhibit B. | mailed
out revised Exhibit Bs, M. Chairnman.

MAX LEW S:  You shoul d have a revised.

BENNY WAMPLER.  |'m sorry, it's in the wong pl ace.

JIMKISER That's all right.
BENNY WAMPLER: Carry on.

Q Were reasonable and diligent efforts nmade
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and resources checked to identify and | ocate any unknown
heirs which we do have in this unit to include primry
sources such as deed records, probate records, assessor's
records, treasurer's records and secondary sources such as
tel ephone directories, city directories, famly and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
her ei n?

A Yes.

Q Are addresses set out in the revised Exhibit
B to the application the | ast known addresses for the
respondent s?

A That's correct.

Q And are you requesting this Board to force

all unleased interest listed in the revised Exhibit B?

A Yes.

Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

A Yes.

Q Coul d you advise the Board as to what those
are?
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A $5 year bonus, a five year termand a one-
eighth royalty.

Q Did you gain your famliarity by acquiring
oil and gas | eases, coal bed net hane | eases and ot her
agreenents involving the transfer of drilling rights in the
unit involved here and in the surrounding area?

A yes, sir.

Q I n your professional opinion, do the terns
you have testified to represent the fair market val ue of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A Yes.

JIMKISER At this tinme, M. Chairman, |'d ask
that the testinony that was given in VGOB docket nunber 00-
11/ 21-0848, which was the first matter heard this norning
regardi ng el ection options and the force pool respondents
time lines and rights under those el ection options be
i ncorporated into this hearing.

BENNY WAMPLER:  They' || be i ncorporat ed.

Q M. Hall, we do have in this particular
situation both conflicting claimnt situation and an unknown
owner situation, so would we ask the Board to establish an

escrow account into which any proceeds or costs attributable
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to those interests can be paid?

A Yes.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of the proposed

wel | under the plan of devel opnent?

A 2681 feet.

Q And the estimated reserves of the unit?

A 375, 000, 000 cubic feet.

Q And are you famliar with the well costs for
this well?

A Yes.

Q And has an AFE been revi ewed, signed and

submtted to the Board as Exhibit Cto the application?

A Yes.

Q Was the AFE prepared by an engi neeri ng
depart nent know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q I n your professional opinion, does the AFE

represent a reasonable estimate for well costs in this area?
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Q Can you state for the Board both the dry

hol e cost and conpleted well cost for VC 4482?

A The dry hole costs is $95, 160 and conpl et ed

wel |l costs is $188, 440.

Q Do these costs anticipate a nultiple

conpl etion?

A. Yes.

Q Does your AFE include a reasonabl e charge

for supervision?

A. Yes.

Q In your professional opinion, will the

granting of this application be in the best interest of

conservation, prevention of waste and the protection of

correlative rights?

time, M.

A Yes.
JIMKISER Nothing further of this witness at this
Chai r man.

BENNY WAMPLER: Questions from nenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the application be

approved as submtted.

BENNY WAMPLER: Do we have a notion?
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MAX LEWS: | make a notion to approve as submtted.

CLYDE KING | second.

BENNY WAMPLER. Motion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes?

(Al'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

last itemon today's agenda, the Board wi |l consider a
petition from Equitable Production Conpany to pooling of
coal bed nethane unit identified as VG 4647, docket nunber
VGEOB- 01- 02/ 20-0869-1. W'd ask the parties that wsh to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman, nenbers of the Board, Jim
Ki ser again on behal f of Equitable Production Conpany. Qur
witness again will be Don Hall. Now, this matter is actually
a nodification of a prior Board order that was executed on..
it was on the February docket of this year. It was docket
nunmber 01-0220-0869. It was executed on April 3rd by M.

Wampler, and at the tinme that we received this, if nenory
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serves ne correct, | called Ms. Riggs and we knew that we had
a problemand we were going to have to go back in and nodify
because what we thought was one tract was actually two tracts
and it changed sone of the interests involved. And the
reason | even bring this up is because Terry Ball, who is one
of the pooled parties in the hearing in February, sent a
letter to you all, you know, stating that he didn't get a
copy of the Board order and he didn't get a copy...he didn't
get an election letter or anything like that. Well, the
reason he didn't was because we knew that we were going to
have to cone back and redo the whole thing. It wasn't any

ki nd of oversight or purposeful avoiding of sending him
anything. So, | just wanted to address that up front.

BOB WLSON: M. Chairman, if | may?

BENNY WAMPLER:  Yes.

BOB WLSON: The letter canme into our office, of

course, and | tried to contact M. Ball by phone and had no

| uck whatsoever. | will respond to this and tell himthat he
wll get his elections as a result of this hearing, not as a
result of the earlier one since this is a nodification of
that order, if that is correct.

JI' M Kl SER: Yeah, that is correct.
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DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Mr. Hall, if you’d again state your name for
the Board, who you’re employed by, and in what capacity?

A My name’s Don Hall. I'm employed by
Equi t abl e Producti on Conpany as District Landman.

Q And you're famliar with our application
that we filed seeking a nodification of the prior Board order
that was issued in April of 20017

A Yes.

Q And we are again seeking to force pool
drilling rights underlying the unit depicted in Exhibit A?

A Yes.

Q Does this location fall within the Board's
order for the Nora Coal bed Fiel d?

A It does.

Q Now, before we get into the percentages
| eased and unl eased, can you kind of explain for the Board
exactly what happened here?

A After the force pooling hearing in...I
believe you said it was in February.

Q Yeah, February 20t h.
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A Further title work determ ned that a 25 acre
portion of the 109 acre tract that we had initially force
pool ed had sone additional owners in addition to the ones
that we covered under the original force pooling. At that
time, we realized that we had to cone back and either release
or force pool these people. That's the reason we're back
here with this nodification.

Q D d everyone whose interest changed
regardless...in other words, if you added sone people, then
sone people's interest had to be diluted. D d we notice
everybody as required by statute and regul ati on whose
i nterest changed in conjunction with this nodification?

A Yes, we did.

Q And what is the interest at this tine of
Equitable in the gas estate?

A We have 88.26% | eased at this tine.

Ckay. And the coal estate?

A The sane.
Q The same? Also 88.267?
A Yes, sir.
Q And are all the unleased parties set out in
Exhi bit B?
A They are.
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Q And woul d the percentage of both the gas
estate and coal estate that remains unleased be 11.74%

A That is correct.

Q And in your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
her ei n?

A It was.

Q Were reasonable and diligent efforts nade
and resources checked to identify and | ocated any unknown
heirs which we do have in this unit to include primry
sources such as deed records, probate records, assessor's
records, treasurer's records and secondary sources such as
t el ephone directories, city directories, famly and friends?

A Yes.

Q Are the addresses set out in Exhibit Bto
the nodification application the | ast known addresses for the
respondent s?

A Yes, sir.

Q And are you requesting this Board to force

pool all unleased interest listed in Exhibit B?

A Yes, sir.
Q Now, are you famliar with the fair narket
value drilling rights here and in the surroundi ng area?
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Yes.
Q Coul d you advise the Board as to what those
are?
A Five dollar a year bonus, a five year term

and a one-eighth royalty.

Q I n your opinion, do the ternms you have
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights in
this unit?

A Yes.

JIMKISER M. Chairman, |'d once again ask that
the testinony regarding the options afforded to the force
pool i ng respondents that was taken in 00-11/21-0848 be
incorporated in this hearing?

BENNY WAMPLER: They wi || be incorporat ed.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Producti on.

Q And what is the total depth of this well

under the plan of devel opnent?

A 2,045 feet.
Q And the estimted reserves?
A 325, 000, 000 cubic feet.
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Q And are you famliar with the AFE that's
been revi ewed, signed and submtted to the Board as Exhibit
C?

Yes.

Q Was this AFE prepared by an engi neering
departnment know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes, sir.

Q Does it represent a reasonable estimate, in
your professional opinion, of the well costs for this well?

A Yes, sir.

Q Can you state for the Board both the dry
hol e cost and conpleted well cost?

A The dry hole cost is $73,580. The conpleted
wel |l costs is $194, 390.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q In your professional opinion, will the

granting of this application be in the best interest of
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conservation, prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the Board?

MAX LEWS: You say you've done all to try to
contact these people here?
A Yes, we have.

BENNY WAMPLER. Ot her people in the tracts didn't

know who they were, didn't know?
A We're continuing to pursue it.

BENNY WAMPLER. Ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: Mr. Chairman, we’d ask that the
application to nodify the prior Board order be approved as
subm tted.

BOB W LSON: M. Chairman, for the record, the

Board al so received a letter froma Ms. Sally Conpton
addressed to the Board, and as | say, this is strictly to get
it into the record. She was mainly concerned about | ease

ternms that had been offered by the conpany. | replied to
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her, stating that the Board did not involve thenselves in

| ease negoti ations, advising her of her right to appear at

t he pooling hearing and make her case if she had one at that
time. She also had sone information regardi ng sone of the
heirs, which | forwarded to M. Hall.

DON HALL: We talked wwth Ms. Conpton and she was
telling us that she thought sone of the people we had |isted
as heirs were not indeed heirs now, that they had sold their
property probably in the fifties. Upon further investigation
and di scussion with her, we found that she was tal ki ng about
a separate tract. It was a piece of surface tract sonewhere
el se that she wasn't...was confusing with this tract that
we're dealing with.

BENNY WAMPLER:  Anyt hi ng further?

(No audi bl e response.)

BENNY WAMPLER: |Is there a notion?

CLYDE KING So nove.

BENNY WAMPLER: Mbtion to approve. |Is there a

second?

MASON BRENT: Second.

BENNY WAMPLER. Motion and second. Any further

di scussi on?

(No audi bl e response.)
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BENNY WAMPLER: All in favor, signify by saying yes?

(Al nmenbers signify yes except Max Lew s.)

BENNY WAMPLER. Qpposed, say no.

MAX LEWS: No.

BENNY WAMPLER: You have approval. Thank you.

BOB W LSON: M. Chai rman?

BENNY WAMPLER:  Yes.

BOB W LSON: Bef ore we shut down here, | have one

iteml'd like to ask the Board's thoughts on. June wll be
the end of the second quarter and we have the option
requiring the representative of the escrow agent to cone down
and appear here in person, or we can actually present the
report ourself. Do we want to have them cone down, or shal
we just solicit the report and present ourselves? Wat's
your pl easure?

CLYDE KING WII| they charge us to cone?

BOB WLSON: Yes, we have to pay their expenses to

cone. They charge it against the escrow account.

BENNY WAMPLER:  What's your opinion of how, | et

themdo it, as far as the reports and everything?

BOB WLSON: In ny opinion, we're doing real well.

The reports have been comng in on a tinely basis. W've

been getting themunder terns of the contract on a regul ar
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basis electronically and in hard copy. W have had a series
of ongoing corrections that we've nade to the reports that

t hey have addressed in a tinely fashion. So, things have
been going quite snoothly; and they've been...they' ve been
very responsive to our requests. There's been sone
confusion, | think, sonetines between the agent and the
conpany people so far as getting sone of these payouts taken
care of, so far as who is going to wait on who to do what,
but | think that has nore to do with comunication than
anyt hi ng el se.

SANDRA RIGGS: | think, you know, for Buchanan and

PGP, they worked...they have an internal person who has
wor ked out a data base where she can do these spreadsheets
and those seemto go real snoothly. 1In sonme of the other
situations, like with Virginia Gas, they have...they so
infrequently have to deal with the issue, that they really
haven't worked out an internal process for comng up with
t hese spreadsheets to have sonething to conpare to. But
that's the only place |I've seen any sl owdown between the
coordi nati on between the two is where the operator doesn't
seemto have either a person or a process to cone up wth the
starting point to make the conparison

BENNY WAMPLER.  Wel |, you want to just let M.
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W son present the report next tine and we'll bring themin
if we start having any probl ens?
(AI'l menbers indicate yes.

BENNY WAMPLER:  Anyt hi ng further?

(No audi bl e response.)

BENNY WAMPLER:  That concl udes today's heari ng.

Thank you all very nuch.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 9th day of

July, 2001

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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